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DIRECT TESTIMONY OF GARY PARSONS


(ON BEhALf Or XM SATELLITE RADIO INC.)


1. My name is Gary M. Parsons. I am currently Chairman of the Board of Directors


of XM Satellite Radio Inc. ("XM"), a position I have held since May 1997. As Chairman, I


participate directly in the development of XM from concept to service, and share the


responsibility to ove~:see and implement XM’s business operation.


2. My testimony primarily will focus on XM’s company history, the substantial risks


inherent in the launch and continuation of its business, and its prospects for the future. To


summarize some of the key points:


The challenge of taking XM from an on-paper concept to an on-the-air broadcast


service was virtually unprecedented in the radio industry. We built the new satellite radio


industry and the XM business from scratch from technological, business, and programming


perspectives.


XM has required extraordinary infusions of capital from inception to the present


stage of our development as a company. XM forged significant partnerships to attract the


massive funding required to launch and operate the business, and the automotive and retail
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marketing support to become successful. Despite many formidable challenges, XM was able to


launch the service in 2001, approximately five years from the company’s inception. XM since


has grown to serve more than seven million subscribers in less than five years since launch.


Despite XM’s success, we are a young business that is still developing. By the


end of 2006, XM will have invested more than $6 billion to reach where we are today. We are


not yet cash flow positive. Despite substantial increases in our subscriber base and revenue,


analysts estimate that XM will continue to lose more than $1.9 million per day. To continue


building our business, XM requires significant ongoing investments to maintain and improve its


infrastructure, and to effectively market the concept of satellite radio as well as the XM service.


Because of the high-risk nature of the satellite radio business, our investors from inception to the


present expect high returns on their investments and have yet to see that return. In fact, our stock


price today is 10% lower than when the company first went public in September 2001, indicating


the investment community’s concerns over XM’s ability to generate profits in the next several


years. We face many risks ahead before XM becomes a business that is profitable and begins to


provide any reasonable return to our investors. An increase in our royalty fees could disrupt the


tenuous balance between our already substantial costs and our uncertain future returns.


The fundamental value proposition of XM is built on diversity of programming,


exclusive content and a unique and powerful delivery platform to serve both the mobile


(automotive and hand-held portable) and the home environment. This value proposition includes


offering content that appeals to both mainstream and niche audiences across a broad


demographic, particularly exclusive programming such as sports and talk, brand-name but


limited availability content (such as CNN and Fox News), and XM’s commercial-free music


programming. The depth of XM’s programming appeals to "fans" of the many different kinds of
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content we broadcast. Music fans learn from XM about new music, artists and genres they had


not been exposed to before, and buy music and concert tickets based on the exposure these artists


received on XM.


Personal Background and Management Experience in Communications


3. After graduating with an engineering degree from Clemson University and an


MBA from the University of South Carolina, I worked for ten years at BellSouth Corp. After the


breakup of the Bell System in 1984, I became Executive Vice President of a fiber-optic and


long-distance service startup, Telecom*USA. I joined MCI Communications Corporation


("MCI") when MCI acquired Telecom*USA. I served in a variety of roles at MCI from 1990 to


1996, including as Executive Vice President of MCI and as Chief Executive Officer of MCI’s


subsidiary MCImetro, Inc.


4. In 1996, I became Chief Executive Officer of both American Mobile Satellite


Corporation ("AMSC"), a data-services company that provided satellite technology for truckers,


the Red Cross, and government institutions, and American Mobile Radio Corporation


("AMRC"), its subsidiary created in 1992 to study a multi-channel, nationwide audio service


provided via satellite direct to subscribers. Based on my belief that satellite technology would


appeal to a wider consumer market for audio radio services as well as data services, AMSC


decided to pursue a satellite radio license through AMRC, whose name was subsequently


changed to XM Satellite Radio. Following the recruitment of Hugh Panero as CEO of XM


Satellite Radio in 1998, I have continued to serve as Executive Chairman of XM.


Challenges XM Faced to Launch an Unproven Technology and Business


5. XM had to overcome many significant challenges to create a new satellite-based


audio entertainment business. Like other satellite businesses, massive investments would be
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required to build the business. XM would have to expend years of effort and billions of dollars


before receiving our first subscriber dollar, and we would face a host of formidable technological


and business risks. Given the nature of satellite radio, XM had to overcome a number of


obstacles and risks not previously encountered or surmounted by other satellite-based businesses.


Many of these risks persist to this day, and many of the decisions that were necessary to the


launch of the business present ongoing 6hallenges to XM profitability.


Creating a New Radio Business Model


6. At the outset, our belief was that the success of the Direct Broadcast Satellite


("DBS") television services -- DirecTV and Echostar -- showed that people, particularly those


living in rural environments, were willing to subscribe to a satellite service that provided a broad


variety of entertainment and information channels. We also recognized that a national service


would appeal to professional truckers and drivers who lose the signal of favorite local stations as


they drive long distances. With the consolidation of terrestrial radio stations, escalating


commercial minutes and narrowing formats, we perceived an unmet consumer need for XM’s


concept in the urban and suburban populace as well. In short, we anticipated that a nationwide


service offering programming diversity and choice, coupled with high-quality audio, and limited


or no commercials on the music channels, would appeal to enough different demographic sectors


to create a prospect of future success.


7. While the DBS example was useful, our effort was unparalleled in the radio


industry. We were not just starting another station or acquiring and managing a group of radio


stations. XM was to be a different kind of audio service and a different kind of satellite business,


with national reach in the home, office and automobile. We were creating a new industry from


the ground up, and had to raise immense amounts of capital to support our new technology.
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Challenges to Raising Sufficient Early Capital to Fund XM


8. Our largest concern during the t 997 to early 2000 timeframe was raising the


billions of dollars needed to launch commercial service. The first hurdle requiting substantial


sums of money was the acquisition of XM’s license. In October 1997, XM paid $90 million for


one of the two available satellite digital audio radio service licenses. Including the contracts for


building the satellites and other expenses such as salaries for the initial personnel, XM paid out


$130 million at this early stage. The initial funding for the license came from parent company


American Mobile Satellite Corporation ("AMSC") and WorldSpace, a digital satellite radio


network that currently broadcasts in Asia, Europe, and Africa, which became a 20% equity


partner. In the 1990’s, WorldSpace was in the process of developing an international service


facing many of these same challenges.


9. In July 1999 six investors, including business partners General Motors, Clear


Channel Communications, and DirecTV, joined AMSC, and AMSC bought out the WorldSpace


ownership interest. These entities invested $250 million in the business, and provided expertise


in various elements of the business, such as billing, programming, and customer service. These


investors entered into contracts with XM for programming or distribution, and some of these


contracts even provided the investor with a portion of the bandwidth on the planned XM system.


For example, XM’s long-term distribution agreement with GM requires XM to make guaranteed


payments of over $300 million to date, to subsidize the installation of XM radios in new GM


vehicles, to make additional payments based on the subscription revenue attributable to GM


vehicles with XM radios installed, and to make available a certain amount of bandwidth for GM


audio and/or data transmission. Deals with American Honda likewise provided them substantial
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returns on their investment, as well as data transmission rights for in-vehicle data services (such


as information and traffic services featured in recent television advertisements).


10. XM had no real choice but to enter into these and other deals when they were


made. XM needed the early infusions of capital and the marketing platform to reach consumers


through factory installation of XM radios in new cars, both of which were absolutely crucial to


the development of XM as a viable consumer offering. The size of the required investments, the


risky nature of the investments, and the nature of the investment marketplace required us to


provide our business partners lucrative agreements that gave these investors an added interest in


the XM business. At that time, we were competing for capital against high-tech "dot-com"


companies that were expected to deliver extremely high rates of return within a very few years,


based on fairly modest capital investments and low infrastructure requirements. By contrast, our


business required massive infusions of capital to build both the broadcast infrastructure and a


new programming service, with no guarantee of success, and with a certainty that it would be


years before the business could launch its service and generate any revenue whatsoever. For


these reasons, XM could not raise money simply by promising a high rate of return, nor could we


raise our early capital through Wall Street alone.


11. After receiving these early infusions of capital through our business partners, in


1999, XM became a publicly traded company.


Capital and Technology Challenges Before Launch of the XM Satellites


12. With sufficient capital behind us, we successfully recruited top-notch personnel to


create the technology and infrastructure for the XM satellites, transmission facilities, studios, and


business. XM had to invent, design and build all aspects of the business needed to create and


distribute this service. XM has compiled an intellectual property portfolio in excess of 40
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patents in this field, and additional patent applications remain pending before the U.S. Patent and


Trademark Office. We had to surmount formidable technological challenges in creating the


satellite signal, designing and building the satellites and transmission facilities, and designing the


chipsets and the radio receivers. There was no room for error. We had to do it all correctly


before launching the satellites.


13. In March 2000, the status of the economy and the capital markets changed


precipitously when the "dot-tom" bubble burst. At that time, we were in the midst of designing


and building out our broadcast facilities and our transmission and radio receiver technology. We


were still more than a year and a half away from launching the service and obtaining any


revenues. We anticipated pre-launch costs approaching a billion dollars, and many technical


milestones needed to be achieved before we could go live. I was very concerned that the capital


markets would become less receptive to a risky, capital-intensive technology venture at a time


before launch when XM would require additional substantial investments.


14. Until mid-2001, I also was concerned whether the transmission and reception


technology would work in a manner that could meet reasonable customer expectations. To


succeed, XM had to be a truly robust coast-to-coast broadcast service. Our signal had to blanket


the country to reach automobiles, trucks, and pleasure craft, as well as fixed or portable XM


radios used in a listener’s home, office or other location. Convincing consumers to pay for audio


services they were used to getting for free meant th.a.t the reception for XM had to be extremely


reliable in a wide variety of challenging man-made and natural environments. Subscribers would


expect to hear XM in their cars without interference or interruption, regardless of vehicle speed


or terrain. Even momentary signal cut-outs during a game or a song could be unacceptable. To


ensure a seamless listening experience, we not only had to design, build and maintain our
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satellite system, but also had to invest $262 million through 2005 in a ground-based repeater


network to retransmit the signal from our satellites in urban environments, so as to provide


reliable digital audio service to all XM radios. It was not until our repeater network was in place


and we could perform actual reception and drive-testing that I felt assured that XM could provide


the kind of continuous listening experience that subscribers would demand.


Challenges in Launching the First XM Satellites and the XM Service


15. Once we had successfully tested the transmission system using simulations in the


field, we finalized preparations to launch our satellites. Because of our need for an


omnidirectional, high-powered signal capable of being received by a car antennae rather than a


parabolic dish antennae, we could not rent time on existing satellites. Designing, building,


launching and insuring each satellite cost us on average more than $250 million. The launch


itself is inherently risky, even for the most experienced launch companies. Launch insurance


alone for the three satellite launches cost us $90 million. Moreover, at the time of the launches


of XM’s first satellites on March 18, 2001, and May 8, 2001, the company performing the launch


(Sea Launch) was itself a.new service that had only successfully launched a handful of satellites.


16. On September 25, 2001, XM began to roll out service to subscribers in certain


markets, after our September 12, 2001 service launch date was postponed due to the events on


September 11, 2001. November 12, 2001, marked the official launch of full nationwide XM


service. Although at the time the licenses were awarded and satellite contracts were signed, we


had envisioned offering 50 channels, due to technical advances, we were able to launch with 100


channels. It required $60-70 million of capital expenditures to boost the satellite power as well
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as research and development spending to achieve this channel increase. Initially, 71 of these


channels were music channels; the remaining channels were primarily news, talk and sports.


Marketing Challenges and the "Value Chain"


17. The single largest question investors had in the 1997 - 2002 period was whether a


broad enough cross-section of consumers would be willing to pay for radio service, and whether


XM could attract more than just a minimal group of early adopters. We therefore recognized


that another key to the future success of XM was our ability to aggressively market XM to a


mass audience.


18. These marketing efforts depended on more than XM alone. XM needed to forge


strategic partnerships with many companies at each link of the value chain to commit sufficient


resources to developing and marketing XM. This included consumer electronics companies to


build the radios that XM designed; automobile manufacturers such as GM and Honda to include


the radios and service as a factory-installed feature in their vehicles; sales distribution partners


such as Circuit City and Best Buy to help us get radios in the hands of consumers; and diverse,


compelling brand-name program content, including key content available only by subscribing to


XM, to augment the high quality programming being created by XM. We needed each of these


partners to help launch our business, and we still need them today for our business to grow and


to someday turn a profit.


19.    In return for their support, however, they each require significant incentives.


Certain automobile manufacturers demand a share of revenues from the installation fees, and the


ongoing subscription fees. Equipment manufacturers demand subsidies because, given the cost


of manufacturing, the novel nature of the technology, and the relatively small number of units
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produced annually, they had little interest in producing XM radios as opposed to a different


product. Thus, XM has been heavily involved in the development, design and manufacturing of


the radios, and has paid incentives to consumer electronics companies to distribute and brand the


radios. XM similarly subsidizes mass retailers to promote and sell XM radios in order to


stimulate consumer acceptance of the satellite radio concept and of the XM service in particular.


20. Similarly, XM must pay to produce and license content. To compete against


terrestrial radio, internet music offerings, and the other satellite radio licensee, Sirius, XM must


carry exclusive content available only on XM, such as live sporting events carried on a national


basis and talk and entertainment programs featuring well-known on-air personalities. Exclusive


content commands a high price, but that must be weighed against a number of factors, such as


the ability of that content to attract new subscribers and keep existing subscribers; the potential


increase in advertising revenue from that content; and the negative impact of a competitor


acquiring that content. High-value brand name content, such as Fox News, ESPN and CNN, also


has limited availability through other mobile audio providers and requires very substantial annual


payments for carriage on XM. These programming services bring returns in subscriptions,


subscriber satisfaction, advertising revenue and enhancement of the XM brand. The Fox News


channel has more listeners than any other channel on the XM line-up, and this has consistently


been the case for the last three years.


21. XM also spends tens of millions of dollars annually to create and produce the


music programming for XM’s 69 commercial-free music channels, and currently pays tens of


millions of dollars annually in royalties for the music and sound recordings performed over the


XM service. To create the unique sound of XM, we have attracted a highly skilled and dedicated
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staff of programmers and on-air talent. Collectively, our staff have more than one thousand


years of on-air broadcasting experience, hold more than 300 gold records awarded by ~he RIAA


reflecting their contributions to the recording industry, 62 record industry awards, two Emmy


awards, and four New York Festival Awards.


22. Every piece of this value chain has to work in harmony. Changes in


Compensation paid by XM to any of its partners effects the timing and ability of XM to attain


future profitability. Currently, that equation is out of balance. Even with seven million


subscribers and nearly a billion dollars in recurring revenue, analysts estimate XM continues to


incur losses of more than $1.9 million per day and has not yet generated any profit for itself or its


shareholders. Yet despite the magnitude of the payments XM makes to individual business


partners and suppliers, it is doubtful that any XM partner believes it is receiving sufficient


compensation from XM. To the extent that any one or more of these partners demands greater


compensation, the balance tips further.


23. At some future date, XM naturally would like to decrease the payments to some


of its partners, at least as a percentage of our overall revenue (principally by increasing our


revenue and stabilizing our costs). However, these investments in XM’s past development and


current efforts have been necessary to build the business. Substantial additional investment


capital is needed to support XM’s ongoing operations and future development, and to secure XM


against the possibility of unforeseen risks. XM learned some years ago that because of an


unanticipated manufacturer defect, our first two satellites began losing the ability to generate


sufficient power several years sooner than anyone expected. That compelled XM to accelerate


its plans to launch additional satellites to maintain and improve our nationwide coverage. We


launched a third satellite in February 2005 and our fourth satellite is scheduled to be launched
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before the end of the year. Given that each satellite costs XM more than $250 million dollars,


XM requires ready access to capital both to be prepared for foreseeable risks and to be able to


rapidly respond to unforeseen circumstances. Therefore, XM must evaluate extremely carefully ,


the potential impact of any major economic transaction or event on XM’s access to capital and


the cost of capital to XM.


Programming to Attract and Retain Subscribers


24. XM faces an ongoing challenge to convince potential and current subscribers of


the value they receive in return for buying an XM radio and paying a monthly subscription fee.


Consumers are bombarded with media offerings and with monthly subscription fees, such as


newspapers and magazines, cable television service, video-on-demand, and online music and


game services. XM’s value proposition is based on innovative and diverse programming,


commercial-free music channels, compelling exclusive programming such as live sports with a


national reach and talk personalities, premium news and talk brands, traffic and weather, and


nationwide coverage with high quality sound in the car, at home and on the go. We must appeal


to a broad spectrum of consumers’ passions -- reaching out to the many different categories of


sports fans, news junkies and talk .radio listeners, as well as music lovers whose interests are


spread across a wide variety of genres. Exhibit 1 is a listing of our current channel line-up.


25. XM also must appeal to a broad range of demographics across different age


groups and interests, and various cultural and political spectrums. We carry news, sports and


music programming in Spanish. Our "XM Kids" channel appeals to children and their parents.


For women, we recently launched the "Oprah and Friends" channel, in addition to our "Take


Five" channel featuring talk programming from Ellen De Generes, Tyra Banks, Good Morning
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America Radio, as well as programming produced specifically for XM. Exhibit 2 illustrates our


content strategy.


26. We aim to provide a true mass market media service. To reach that mass market,


we cannot offer only the most popular types of programming that anyone can hear on terrestrial


AM and FM radio. XM has to succeed both by offering the most popular "mainstream" types of


programming and by aggregating together different types of "niche" content (such as jazz, blues,


and classical) that had been abandoned by local radio because it could not attract sufficient


local audience. However, it could reach a substantial passionate audience on asupport from a


national scale.


27. To attract and acquire subscribers, XM needs to feature exclusive programming


that consumers can only receive by subscribing to XM. This means that XM programming has


to be differentiated from both AM and FM radio, and from Sirius Satellite Radio, as well as other


audio entertainment services. For example, our acquisition of broadcast rights to all Major


League Baseball games, World Cup soccer and college sports was important to XM in two ways.


First, live sports appeals to new and existing subscribers with exclusive play-by-play content not


available nationally on broadcast radio. Second, carrying major sporting events on an exclusive


basis helps XM compete effectively against Sirius, which acquired broadcast rights to National


Football League and National Basketball Association games.


28. XM carries talk and news television programming available on television but not


on terrestrial radio, as well as five of the ten top talk radio talents, who are available on various


terrestrial radio services. We use this news and talk programming to attract subscribers by


offering a complete, compelling package of.progr:amming .and to keep subscribers on the XM
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platform for large portions of the time they spend listening to the radio. Fox News and CNN


command significant fees because they are not available on terrestrial radio stations.


29. Talk radio personalities such as Glenn Beck and Art Bell are carried on XM


because of their popularity, even though their programs are available in various markets from


other outlets as well; but, because of this non-exclusive availability through other outlets, XM


carries these programs for relatively modest fees.


30. Although XM offers a significantly greater number of non-music channels than


Sirius, both Sirius and XM play a wide variety of music and musical genres, and have a similar


number of commercial-free music channels. XM’s distinctive offerings of commercial-free


music serves as an important component of XM’s platform. Being "commercial-free" helps


differentiate XM from terrestrial radio in a way that consumers can immediately grasp, even


without hearing the quality of how music is showcased on XM.


31. XM is much more than a jukebox. The music on XM is selected by music experts


employed by XM, not by the Billboard sales charts. Our on-air personalities talk about the


music, the musicians, and ourlife and times. Each of these music channels plays a much deeper


and more diverse catalog of music than can be heard on terrestrial radio stations of the same


format. And, XM plays many music genres and formats that cannot be heard on broadcast radio,


even in major metropolitan areas.


32. We create unique music programming that shciwcases artists and gives insight


into their approach to music. Examples include our Artist Confidential series, and programming


produced for XM by legends such as Bob Dylan, Quincy Jones, Wynton Marsalis, and Tom


Petty, folk favorites like Christine Lavin, hip-hop stars like Snoop Dogg and Ludacris, and new


country artists like Jack Ingrain. XM subscribers appreciate the differences in music
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programming between XM and terrestrial radio -- the breadth and depth of XM’s music offering,


the special music programming produced by XM, the expertise and experience of XM’s on-air


talent, the insights into the music from the minds of the musicians themselves, and the


extraordinarily deep knowledge of XM’s music programmers.


Promotional Impact of Music Pro~rammin~


33. XM provides significant promotional benefits for performing artists and record


labels. Our commercial-free music channels provide a diversity of music programming that both


appeals to a broad range of subscribers and allows a large variety of musical gem’es and


performing artists to receive valuable exposure via airplay. Our expert programmers create a


unique music e×periencc for the listener. As just one example, our most popular music channel


is "Willie’s Place," produced by XM along with music legcnd/XM subscriber and enthusiast,


Willie Nelson. "Willic’s Place" is an audio environment, where our on-air personalities


welcome the listener to an imaginary honky tonk bar, with classic country music pouring out of


the nickel jukebox. Our "XM Kids" channel has helped build demand for music specifically for


young children and their parents. XM’s diversity and depth of content helps even the most


popular musical artists. For example, despite his fame, Billy Jocl could not get past the


terrestrial radio gatekeepers and get airplay for his CD of classical compositions, entitled


"Fantasies and Delusions." XM not only played the CD but also carried an interview with Mr.


Joel, conducted by one of XM’s classical music experts, Martin Goldsmith. The singer Sting


recently was featured on an Artist Confidential performance of his new CD, "Labyrinth" of 16th


century music for the lute and voice, which will receive very little exposure on any broadcast


platform other than satellite radio. XM has many channels, including The Verge, XMU, 20 on
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20, Raw, Watercolors, Hear Music, Fine Tuning, and Highway 16, that play music by new and


emerging artists.


34. While we pride ourselves on our music diversity, not surprisingly XM’s hit music


channels are also very popular. Thirteen XM stations report to Billboard and/or Radio and


Records magazine. As a result, support from XM has a significant impact on whether a record


can reach Number 1 on the charts which, in turn, also has a direct impact on sales of recorded


music. These relationships further exemplify XM’s power as a tastemaker for recorded music,


and as an important promotional vehicle for musicians and record labels. XM has received from


a multitude of new and established artists and major and independent labels expressions of their


appreciation for the positive impact that XM has had on their sales and their careers.


35. We believe that XM’s promotional value results in a direct positive effect on sales


of music. Virtually every record label sends us promotional recordings seeking airplay on XM.


Artists, managers and record label promotional people contact and visit XM to help promote


their records. Our programmers receive telephone calls and emails from recording artists, labels,


and artist managers telling us about the positive effect that XM airplay has on sale.s of recordings


and concert tickets. Our programming department gets "thank you’s" from XM subscribers who


learn about and buy new music that they heard on XMo Our internal surveys show that many


subscribers buy music downloads and CD’s after hearing a specific artist or song on XM. We


are building additional strategic alliances to help promote music sales, such as our compilation


CDs sold through Starbucks stores and our relationship with the new Napster online music store.


Future Challenges for XM


36. XM has achieved significant success over a relatively short period of time. In less


than ten years, we have built a new broadcasting business from the ground up, and launched
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reliable nationwide coverage. Less than five years after the national launch, XM has more than


seven million subscribers. Our employees have been successful in making XM America’s most


popular satellite radio service. Indeed, according to Greystone Communications, as shown on


Exhibit 3, consumers are adopting XM within a shorter period of time after launch than any


consumer electronics product other than the DVD player. These are enormous accomplishments,


but satellite radio is an industry still in its infancy, and many challenges remain for XM as a


company. The primary near-term challenge is to build the consumer success of XM’s satellite


radio service into profitability for XM’s satellite radio business.


37. To succeed, we must continue to substantially increase the number of XM


subscribers. We must continuously convince consumers that the diversity and quality of the


content XM offers is worth a continuing expenditure. This effort includes attracting new


subscribers, converting trial subscriptions, and minimizing chum (the number of paying


subscribers who discontinue their service). We must continue to acquire exclusive, and often


expensive, high-value content that cannot be heard anywhere else but on XM. Our marketing


partnerships continue to be key to exposing ,consumers to our service and adding customers. We


must continue to innovate and introduce new products, such as our new portable radios which


expand XM’s reach beyond the car and outside the home. XM’s recent portable XM2Go line of


products have received awards and accolades from Popular Science magazine, CNET News, and


the Consumer Electronics Show. Exhibit 4 includes announcements reflecting recognition of


XM’s innovative radio products. Finally, our technical capabilities must be first-rate, especially


given increasing options for high-fidelity music. We constantly strive to improve transmission


and reception, and to get the most channels and value out of our limited bandwidth.
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38. In addition to the risks facing XM’s early partners and investors, there are


significant risks for later investors as well. Risks for later investors in XM include the impact on


XM of its past obligations, potential changes in the industry, and uncertainties as to whether XM


will be able to expand and retain its subscriber base at a sufficient rate to support XM’s ongoing


operations and obligations. Our current programming deals are generally paid at a flat rate, so


XM’s programming costs effectively decline on a per subscription and percentage of revenue


basis. If this trend continues, eventually XM will be profitable per subscriber. Our past


projections were that we would have a profit per subscription once we hit four million


subscribers and be cash flow positive at the end of 2005, at which point we would have five and


a half million subscribers. Currently, analysts project XM to be cash flow positive at some point


in 2007, to attain positive EBITDA (Earnings Before Interest, Taxes, Depreciation and


Amortization) in 2008, and to reach profitability in 2010. There is uncertainty whether consumer


willingness to pay for the end product is sufficient to compensate everyone in the value chain


and still leave a reasonable profit for XM’s shareholders.


39. The answer is not simply to charge the customer more. Pricing consumer


subscriptions is a balancing act. At our current new subscriber rate of $12.95 per month, we


have a strong potential to be included in a substantial percentage of new cars. In our view, this


approach has the greatest long-term attractiveness to our business partners, the best potential


return for our shareholders, and will result in a large and growing subscriber base to XM


services. At higher monthly rates, XM might be prohibitively expensive to attract mass


consumer appeal. XM fac~s competition from a number of existing services, as well as services


that are anticipated to grow significantly over the next several years, and these services may
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constrain XM’s ability to increase subscription rates. For example, FM stations that currently


compete against XM increasingly are rolling out HD Radio digital channels that consumers can


receive without additional charge. These di.gital HD Radio stations may feature music


programming in niche formats (like WAMU-FM’s "Bluegrass Country" HD Radio channel), that


compete directly against XM channels. Unlike XM, HD Radio stations do not have to pay


royalty fees to the sound recording owners (the record labels) for those music channels, and their


programming will not be restricted by the license conditions imposed on XM (for example, the


sound recording performance complement, which restricts the frequency with which XM can


play certain artists or songs). The large cellular carriers already offer streaming music services


over cell phones, often at significantly lower monthly service charges than XM, and new


technologies being deployed will deliver rich multi-media (including video and music) over


upgraded cellular and broadband Wi-Fi and Wi-Max networks, which will also fuel additional


competition to satellite radio. The impact of such services on the popularity of satellite radio and


on our ability to maintain our current monthly subscription fee is difficult to project.


Potential Impact of Royal ,ty Rate Proceeding on XM’s Business


40. Our understanding is that satellite radio services pay more to SoundExchange


than all other statutory licensees combined -- even though our primary competitor, terrestrial


radio, is exempt from such payments and pays absolutely nothing for performing sound


recordings. The rate that XM proposes in this proceeding is .88% of XM’s gross revenue. If our


subscriptions and revenues increase over the next several years as analysts expect, this rate will


result in very substantial increases in payments to copyright owners and performing artists,


projected to be in excess of $100 million over the license period.
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41. However, XM’s ability to achieve analysts" revenue projections, and therefore to


be able to pay that compensation, depends upon many key factors and assumptions that all must


fall into place. Under our proposed rate, XM believes it still should be able to attain its


reasonable financial objectives. One of those key factors for XM and its investors is the rate that


will be set in this proceeding. Any increase in the royalty at issue in this proceeding would


directly affect the timing and ability of XM to reach cash flow positive status in the near-term,


and to attain profitability in the future. A substantial increase in that proposed royalty would not


only postpone or constrain XM’s ability to reach profitability, it could also impede our ability to


raise capital and to fund improvements and operations that we believe necessary to reach our


objectives. Paradoxically, by impairing XM’s prospects for achieving profitability, a high


royalty could result in lower payments to copyright owners and artists over the long term.


42. XM makes substantial payments for exclusive content that can only be heard on


XM. National coverage of live sports, such as MLB, and the Oprah & Friends channel are


examples of exclusive content offerings that distinguish XM from both terrestrial radio and other


competitors. Exclusive content also presents XM with important .additional revenue


opportunities, since it gives XM an opportunity to sell advertising time. For such exclusive


content, XM has been willing to pay a substantial fee.


43. While music is an important element of XM’s overall channel offerings, all of our


competitors have equal access to the same library of music. Any broadcaster and webcaster can


play the same CDs that XM plays. A non-exclusive sound recordings license does not, by itself,


differentiate XM from the many competitors that also have that license, or from terrestrial


broadcasters that are exempt from that license requirement. We could not successfully define
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XM as a service worth paying for ifXM merely replicated the same type of listening experience


one can get from terrestrial radio or interact webcasting.


44. What makes XM’s music channels unique is how XM uses the library, music


programming staff, and our special programming to create the personality of the XM service.


XM special programming - including concerts, music specials, themed programming, music


surveys, artists as disc jockeys, and so on- create the sound of XM and the attraction for


subscribers of XM’s music programming. XM dedicates very substantial effort and expense to


programming and production on our music channels, to present the music in a proper context and


character. It is the skill behind XM music programming that makes XM music programming


attractive to its subscribers. But that value exists because of what XM contributes; it does not


flow merely from a license to sound recordings.


45. Moreover, a high royalty would be unfair to XM in light of the fact that XM’s


major competitors in broadcast radio do not pay any royalties whatsoever to sound recording


labels or performers. This is true certainly for FM radio, but is also true for digital "HD Radio"


going forward into the future even though HD Radio is a digital service and was designed to


provide many of the same consumer advantages as satellite radio. As noted above, as free HD


Radio becomes more available and more popular, the challenge to attract paying subscribers to


satellite radio will become that much tougher. A high royalty in this proceeding would further


unfairly tilt the playing field in favor of terrestrial broadcasting, and could further distort


competition in the radio industry.


46. Finally, a high royalty would chill investment in innovative technologies like XM.


Every technology from the phonograph to FM radio to CDs to satellite radio has created new


promotional and revenue opportunities for musicians and recording companies, but they also
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have generated significant benefits to the public and the spread of art and culture. Bringing


culture, news and information to our citizens depends on the availability of new media


technology. The rate we propose in this proceeding would be consistent with public policies


favoring innovation and encouraging investment in new technologies and media.
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Certification,


declare under pena!ty of perjury that the foregoing is true ~d con’ect.


Dated: Washington, DC
October 30, 2006


Chairman of the Boaid
o£Directors, XM Satellite Radio Inc.







37 CFR 351. I 0(c) Statement For Exhibits to Testimony of Gary Parsons:
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Exhibit 4


XM Current Channel Line-Up
XM Content Strategy
Greystone Communications, Consumer Electronics Products
Press Releases re XM’s Radio Products
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October, 2006


To: Rob Johnston
XM Satellite Radio


From: John Carey, Ph.D.
Greystone Communications


Sources For Charts: Time to Reach 1 Million, 2 Million, 4 Million, 5 million and 7
million Subscribers/Users


Technology/Service
Cable TV
Online Subs
Satellite Subs
VCR
C~llphone
Car Radio
DVR/PVR
Broadband
Radio


MP 3 Players
CD Player


DVD Players


1 Million
12.0
9.5


4.8
4.6
4.5
4.3
4.1
3.3
3.3
2.4
2.3


Years To Reach
2 Million    4 Million


15.7
11.3
8A
6.8
5.9
6.0
4.6
4.7
4.0
3.6
3.6
3.1
2.6
2.1


17.5
14.6
9.6
7.8


5 Million
18.7
15.1
10.6
8.5


7.3 7.8
7.1 8.0
5.4 5.6
5.2 5.4
5.3 5.8
4.6 4.7
4.5 4.8
4.4 4.7
3.5 3.8
2.7 2.8


7 Million
20.8
15.6
11.8
9.1
8.7


10.5
6.0
5.9
6.6
4.9
5.5
5.9
4.8
3.1


Broadband


Broadband was widely discussed in the 1980s (see Elton, 1991) and it was available to
businesses in the form ofT-1 lines during the 1980s. Broadband for the home was first
available through ISDN (a predecessor to DSL). An ISDN standard was created in I991
and the service was available in 1995. Cable broadband was test marketed in t 994. In
May, 1995, one of the largest ISPs (Prodigy) began to offer ISDN service (Multichannel
News, April 24, 1995, p. 60). We use this as the start of broadband. Broadband grew
slowly at first but accelerated as more forms of broadband service were added.
Broadband reached 1 million subscribers in June, 1999 (The Wall Street Joulnal, Jan 8,
2003, p. A-l); 2 million subscn’bers in Jan, 2000 (Morgan Stanley, cited in
Telecommunications, September, 2003, p. 10); 4 million in Q-3, 2000 (Morgan Stanley,
op. tit.); 5 million in early Q-4 2000 (Morgan Stanley, op. eit) and 7 million in Q-I, 2001
(Morgan Stanley, op. ci0.
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Cable TV


Cable television began in 1949, as a service for rural areas (Marines, p. 83). By 1952,
cable had spread to a number of communities and the US Dept of Commerce began to
track subscribers. We use this as year one of availability. By 1964, 12 years later, 1
million US households were subscribing to cable television service (I-Iistorieal Statistics
of the US., p. 796). Cable reached 2 million subscribers at the end of Q3, 1967
(Historical Statistics of the US p. 796), 4 million subscribers in June, 1969 5 million in
Q-3, 1970 and 7 million in Q-4, 1973 (NCTA Cable TV Development, Mar 1981, p. l).


Online Subscribers


Online services for the public began in the UK in 1978 (the service was called Prestel).
They were lannehed in the US in 1978 by both CompuServe and The Source. By 1980,
they were available nationally through dial-up telephone service and reached several
thousand subscribers (Carlson, 1999). We use this as year one of availability. Online
subscribers reached 1 million US households at the end of Q 2, 1989 (NY Times, July 12,
1989, p. D5). The 2 million subscriber mark was reached by Q1, 1991 (New York
Times, 7/12/94, p. D-4); the 4 million mark was reached in June 1994 (Arlen
Communications); the 5 million mark was reached in Q-l, 1995; the 7 million mark was
reached in June, 1995 (Veronis and Suhler, 1998, p. 316.)


Backyard Satellite Dish


Backyard satellite dishes (TVROs - Television Receive Only dishes) were available in
limited numbers in 1978 at a high cost of $25,000 (EIA, 1984, p 18). Approximately
4,000 were sold in 1980 (USA Today, February 17, 1987, p. 6A), the year when the
industry began to track sales. By the end of 1984, 1 million homes had purchased a dish,
but no one was paying for the service (Satellite Broadcasting Association, cited in the NY
Times, October 16, 1989, p. D-1). Shortly thereafter (1986), satellite service providers
began to scramble their signals and dish owners who wished to receive a full lineup of
channels had to pay to receive service (Cable World, December 16, 1996, p. 67). This is
year one in our chart. By the second quarter of 1993, there were one million paying
satellite subscribers (Kagan Media Index, January 1995, p. 3). DBS service was
launched in 1994. At this point, there were both paying C-Band subs (who quickly began
to convert to the smaller DBS dishes) and DBS subs. By Q-1 1994, there were 2 million
total paying satellite subs; by Q-3 1995, there were 4 million paying satellite subscribers;
by Q-3, 1996, there were 5 million paying subscribers; and by October, 1997, there were
7 million subscribers (Veronis and Suhler, 1998, p. 168).







VCR


In the late 1960s, Ampex and CBS tried to introduce early versions of VTRs (video tape
recorders) for the home but they were not successful. Sony introduced its betamax VCR
in mid 1975 (Klopfenstein, pp. 21-39). VCRs penetrated 1 million households in Q 2 of
1980 (Statistical Abstract of the US 1991, p. 556). VCRs penetrated 2 million homes by
the end of Q 2, 1982, 4 million homes by Q-2, 1983, 5 million by Q-I, 1984, and 7
million by Q-3, 1984 (Klopfenstein, p. 25).


Digital Video Recorders (DVR)


Digital Video Recorders (DVRs), also called Personal Video Recorders (PVRs), began
shipping in March, 1999 (Meyer, The Future of Television). By the end of June, 2003,
Tivo reported 793,000 subscribers and claimed just over 80 percent of the market
(Frankel, p. 6). This would put the total subscriber base at approximately 965,000 at the
end of June. Tivo also said that they were adding subscribers at a rate of 30,000 per
month. This would put PVR subscribers at 1 million by the end of July or early August,
2003. Beginning in summer, 2003, DVR technology was put in some satellite and digital
cable boxes. This boosted growth and they reached the 2 million subscriber mark in
October, 2003 (The New York Times, I0/20/2003), 4 million in August, 2004 (USA
Today, 11/25/04, p. B-I), 5 million in October, 2004 (The Los Angeles Times,
1/18/2005, p. C-l), and 7 million by March, 2005 (Video Business)..


Car Radio


Radios were first available in cars in 1930. By Q2 1934, there were 1 million cars with a
radio. Car radios reached the 2 million mark at the end of 1935, the 4 million mark in Q-
1, I937, the 5 million mark in December, 1937, and the 7 million mark by June, 1940
(Sterling and Haight, p. 367).


Cellphones


Cellphone service was launched in 1983. They reached the 1 million subsen’ber mark in
Q-3, !987, 2 million subscribers in Q-4, 1988, 4 million subscribers in Q-2, 1990, 5
million in November, 1990, and 7 million i’fi Q-3, 1991 (Cellular Telephone Industry
Association, cited in Statistical Abstract of the U.S. 1994, p. 571).


Television


Television was broadcast on an experimental basis in the 1920s. It was launched at the
World’s Fair in April, 1939. More than a dozen stations were broadcasting and 10,000
sets were sold (Bamouw, p. 128). However, with the onset of World War II, most







stations went off the air. Television was re-launched aider WW II. By the summer of
1946, RCA was once again selling TV sets (Barnouw, p 243). We use the fall 1946 as
the start of television, although it was actually a re-starting of television. Tdevision
penetrated I million US households at the beginning ofQ 1 1950, 2 million households
at the end of Q-2, 1950, 4 million in early Q-l, 1951, 5 million by the end of Q-l, 1951
and 7 million in Q-3, 1951 (Sterling and Haight, p. 372).


Radio


Radio was invented/discovered in the 1890s. The first experimental broadcast was in
1895. Radio telegraphy was common in the period 1905 to 1920. Radio development
was halted during WW I, as the government took control of radio frequencies. A number
of experimental stations were broadcasting in 1919, e.g., 2XG in November, 1919 and
8XK, in late 1919. By March, 1920, a cluster of radio stations were broadcasting in the
San Francisco area. More than a dozen stations were broadcasting by the summer of
I920 (see www.early radio history.us). In September, 1920, radio sets were advertised in
The Sun in Pittsburg (Barbouw, p 68). On October 27, 1920, KDKA was licensed to
operate as a commercial station. Most media historians consider this the start of
commercial broadcast radio in the US. KDKA broadcast the November election results
Lewis, p. 153).


However, we take a more conservative stand and consider wider availability of radio sets.
Barnouw reports that radios were widely available in department stores by June, 1921
(Bamouw, p. 71). This is the start date we use. The US Department of Commerce
reports that there were 400,000 households with a radio set at the end of 1923 and 1.25
million by the end of 1924 (Historical Statistics of the US, p. 796). We extrapolate from
these data and set the 1 million mark at the end of Q 3, 1924. Radio penetrated 2 million
households by the end of Q-2, 1925, 4 million by Q-3, 1926, 5 million by the end of Q-l,
1927, and 7 million in Q-I, 1928 (Sterling and Haight, p. 367).


MP 3 Players


MP-3 players were first offered in Summer, 1998. They reached 1 million users at the
end of Q-4, 2000, 2 million in Q-l, 2002, 4 million in Q-I, 2003, 5 million at the end of
Q-2, 2003, and 7 million at the beginning of Q-l, 2004 (CEA data in Lexis Nexis, 1/03,
Billboard 1/17/04, p. 60, and Twice, September 20, 2004)


CD Players


CD players were introduced in Japan in 1982. They were introduced in the US market in
mid 1983 (BSN Publications, p. I) and 35,000 players were sold that year. The first
players cost over $1,000, but the price declined rapidly. They penetrated 1 million US
homes early in the fourth quarter of 1985 (USA Today, 3/3/87, p. D5). They reached 2







million households by the end of Q-2, 1986 (USA Today, 11103/86, p. 6E), 4 million
households in November, 1987 (Statistical Abstract of the U.S., 1990, p. 764), 5 million
in early Q-2, 1988, and 7 million at the end of Q-2, 1989 (Statistical Abstract of the U.S.,
1992, p.756).


X?¢I Satellite Radio


Data from XM Satellite Radio: launch in November 2001; reached 1 million subs in
October, 2003; reached 2 million subscribers in June, 2004; reached 4 million subscribers
in May, 2005; reached 5 million in September, 2005; and reached 7 million in Q-3, 2006
(Source: XM Satellite Radio).


D VD Players


DVD players went on sale in the US in March, 1997 (Wall Street Journal, 12/9/99, p.
B1). The penetrated 1 million US households in December, 1998 (Thomas, May, 2002).
They reached 2 million households at the end of Q-2, 1999 (Gannett News Service,
1/2/01) 4 millions households in November, 1999 (USA Today, 11/23/2001, p. 4E), 5
million households at the beginning of Q-l, 2000, and 7 million in early Q-2, 2000
(Adams Media Research, cited in MPAA, 2003).
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SKYFi AUDIO SYSTEM NAMED BEST OF CES FINALIST


Delphi Portable XM Satellite Radio Honored at 2003 International Consumer Electronics Show


Washington D.C., January 13, 2003 -- Delphi Product & Service Solutions, part of Delphi Corporation
(NYSE: DPH), and XM Satellite Radio (NASDAQ: XMSR) announced today that the new SKYFi Audio
System was named a finalist for the Best of CES award for 2003 in the portable audio category.


The SKYFi Audio System, a self-contained "boom box," provides the flexibility to take XM anywhere a
subscriber could enjoy XM’s 101 channels of revolutionary programming. Delphi, a pioneer of in-vehicle
entertainment and electronics, and XM, America’s leading satellite radio service, recently teamed to offer
the Delphi XM SKYFi Radio receiver, an attractive, compact unit that provides the most advanced user
features of any satellite radio on the market today.


The SKYFi Audio System with the SKYFi receiver retails for $229.99 (MSRP). The System contains a
pair of high-quality speakers with an integrated high gain antenna and a port for the SKYFi receiver. It
can be powered by an A/C adaptor to create a high quality countertop/bookshelf XM system for the home
or office, or used with six "D" batteries to experience XM in virtually any location. XM listeners who
already own the SKYFi receiver can purchase the boom box portion alone for $99.99 (MSRP).


The SKYFi receiver, an affordable next-generation XM radio, offers the most advanced user features of
any satellite radio on the market today, and all the features XM fans have been demanding most:
portability, a large display, direct channel entry, the ability to preview and search XM channels by artists
and song titles, and 20 channel presets. The compact receiver, along with vehicle and home accessory kits,
arrived at major retail outlets in October. XM won "Best of CES" in the automotive category in 2001.


Factors that could cause actual results to differ materially from those in the forward-looking statements in
this press release include demand for the company’s service, the company’s dependence on third party
vendors, its continuing need for additional financing, as well as other risks described in XM Satellite
Radio Holdings Inc.’s Form 8-K filed with the Securities and Exchange Commission on 12-24-2002.
Copies of the filing are available upon request from XM Radio’ s Investor Relations Department


XM Press Contact
Charles Robbins
(202) 380-4316 Phone
Charles.Robbins@xmradio.com


Delphi Press Contact
Laura M. Joseph
(248) 267-8643 Phone
laura.re.joseph @delphiauto.com
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BUSINESSWEEK NAMES DELPHI XM ROADY RADIO A
"BEST PRODUCT OF 2003"


Roady wireless FM adapter available this month; Free Roady home adapter available through
holiday promotional offer


Troy, Mich. and Washington D.C., December 09, 2003 -- The Delphi XM Roady satellite radio has been
named a "Best Product of 2003" by BusinessWeek, the world’s most widely read business magazine, in its
December 15 issue. Delphi Corp. (NYSE: DPH) and XM Satellite Radio (NASDAQ: XMSR) also
announced the introduction of new accessories for the Roady: a wireless FM adapter for car radios and a
free Roady home adapter available through a special holiday promotion.


In its annual list of the year’s most innovative products, BusinessWeek wrote, "With coast-to-coast
channels and few commercials, subscription satellite radio is the biggest change in radio since FM. There’s
no easier way to get it than Delphi’s Roady."


The Roady, the first complete satellite radio solution for under $120, is the most affordable option for
listening to XM’s I01 channels of music, news, sports, and entertainment on the road or at home. As a
BusinessWeek "Best Product of 2003," the Roady is part of an elite group, including Intel’s Pentium M
chip, the new $20 bill, and the AIDS medicine Fuzeon. Also selected were the Cadillac XLR roadster and
the Scion xB, two of the more than 80 vehicles that feature XM Satellite Radio.


"The Roady is proving to be a very hot product this holiday season," said Hugh Panero~ President and CEO
of XM Satellite Radio. "We’re flattered to be recognized by BusinessWeek as a ’best product of 2003,’ and
we’re grateful to the more than 1 million customers that have made XM one of the fastest-growing
entertainment media in history."


"We are very proud of this important recognition for the Delphi Roady," said Francisco (Frank) A.
Ordonez, president, Delphi Product & Service Solutions and vice president, Delphi Corporation. "As we
expand our product portfolio in the consumer electronics market, our satellite radios featuring XM continue
to collect awards and accolades for being the best products in their class."


In addition to the BusinessWeek list, XM and Delphi were recently spotlighted as a holiday gift
recommendation by several major publications, including People magazine and The New York Times. Best
Buy, the nation’s leading consumer electronics and mobile electronics retailer, recently announced that the
Roady is the "most-wanted mobile electronic accessory this holiday season" and declared XM to be the
"hottest trend in car audio."


The new Roady wireless audio adaptor 0VISRP $29.99), designed for car radios without cassette decks,
transmits XM to a vehicle’s FM radio and powers the Roady receiver. This sleek accessory plugs
conveniendy into the vehicle’s cigarette lighter.


The new Roady home adaptor aIlows Roady to work with home stereos equipped with RCA audio-in
connectors or with a set of powered speakers. In a special holiday promotion, XM is making its home
adaptor (a $39.99 value) available free-of-charge for consumers who purchase a Roady before Dec. 31,
2003. Roady customers who send in proofs of purchase will receive the home adaptor by mail delivery.


http//xmrad~o rned,aroom comlmdex,php?s=press_releases&ltem=1230&prmtable Page 1 of 2
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"The Ready wireless vehicle adaptor and home adaptor make a very appealing product even more attractive
to holiday gift buyers," Panero said.


For more information about Ready, visit http://roady.xmradio.com or www.delphi.com/ce.


About XM Satellite Radio


XM is America’s # 1 satellite radio service. With more than 1 million subscribers today, XM is on pace to
exceed 1.2 million subscribers by year’s end. Broadcasting live daily from studios in Washington, DC, New
York City and Nashville, Tennessee at the Country Music Hall of Fame, XM provides its loyal listeners
with 101 digital channels of choice: 70 music channels, more than 35 of them commercial-free, from hip
hop to opera, classical to country, bluegrass to blues; and 31 channels of premiere sports, talk, comedy,
kid’s and entertainment programming. Compact and stylish XM satellite radio receivers for the home, the
car, the computer and even a boombox for on the go are available from retailers nationwide. In addition,
XM is available in more than 80 different 2004-car models. XM is a popular factory-installed option on
more than 40 new General Motor’s models, as well as a standard feature on several top-selling Honda and
Acura models.


XM is proud to actively support the lifesaving efforts of The Marrow Foundation and the National Marrow
Donor Program to increase the size and diversity of the national Registry of unrelated blood stem cell and
marrow donors. For more information about XM, visit http:l/www.xmradio.com.


About Delphi


The first satellite radio receiver system for the automotive market was introduced by Delphi in 2001. Since
that time, Delphi has continued to expand its in-vehicle and consumer electronics technologies. Delphi has
a broad portfolio of products to answer a wide variety of information and entertainment needs.


For more information, visit http://www.delphi.com/media.


Factors that could cause actual results to differ materially from those in the forward-looking statements in
this press release include demand for the Company’s service, the Company’s dependence on technology and
third party vendors, its potential need for additional financing, as well as other risks described in XM
Satellite Radio Holdings Inc.’s Form 8-K filed with the Securities and Exchange Commission on 6-03-03.
Copies of the filing are available upon request from XM Radio’s Investor Relations Department.


XM Contact
Chance Patterson
Phone: 202-380-4318
chance, patterson @ xmradi o .corn


Delphi Contact
Beth Bemthal
Phone: 248.267.8679
bethany.m.bernthal@delphi.com
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POPULAR SCIENCE HONORS DELPHI XM SKYFI2
SATELLITE RADIO AND XM NAVTRAFFIC WITH 2004 BEST
OF WHAT’S NEW AWARDS


Washington D.C., November 10, 2004 -- Popular Science, the world’s largest science and technology
magazine, has selected the Delphi XM SKYFi2 satellite radio and the XM NavTraffic service to receive
2004 Best of What’s New Awards.


Each year, the editors of Popular Science review thousands of products in search of the top 100 tech
innovations of the year -- breakthrough products and technologies that represent a significant leap in their
categories. The winners--The Best of What’s New-- are awarded inclusion in the much-anticipated
December issue of Popular Science, the most widely-read issue of the year since the birth of Best of
What’s New in 1987.


"Best of What’s New is the ultimate Popular Science accolade, representing a year’s worth of work
evaluating thousands of products," said Editor Mark Jannot. "These awards honor innovations that not only
impact the way we live today, but change the way we think about the future."


The Delphi XM SKYFi2 satellite radio, which is now available at retail stores across the country, was
chosen by Popular Science for a Best of What’s New Award in the Gadgets category, XM NavTraffic,
powered by NAVTEQ Traffic, is the groundbreaking new service that provides current traffic information
for vehicle navigation systems. It received honors in the Auto Tech category,                     o


The SKYFi2 offers the first-ever "pause" and "replay" functions for satellite radio. The unit allows you to
pause or replay up to 30 minutes of live programming on XM. The SKYFi2 continuously and
automatically saves the last 30 minutes of programming, including programming from different XM
channels. The product also has a stock ticker, sports scores ticker, built-in wireless FM modulator, and
several other innovative features.


The SKYFi2 is available at retail for $129.99 MSRP. Home and vehicle adaptor kits for the SKYFi2 are
available for $69.99 MSRP. Portable boom box units are available for $99.99 MSRP and $199.99 MSRP.


"We are thrilled that Popular Science has chosen the Delphi XM SKYFi2 for this prestigious award," said
Dan Murphy, Senior Vice President of Product Marketing and Distribution, XM Satellite Radio. "The
SKYFi2 is a major advancement in satellite radio. For the first time, you can replay a. favorite song that
you hear on XM, or you can pause the programming. You can choose your favorite sports teams and see
the latest scores, and you can pick up to 20 stock quotes. It’s a must-have for the holidays."


Just as the SKYFi2 is a major innovation in radio hardware, the new XM NavTraffic service represents an
important breakthrough in traffic information.


XM NavTraffic is the nation’s first satellite traffic information service that enables a vehicle navigation
system to display current traffic information for a driver’s personal route. XM NavTraffic is powered by
NAVTEQ Traffic, a new product by NAVTEQ, the leading global provider of digital map data for vehicle
navigation systems.
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XM NavTraffic displays information about traffic incidents, traffic speeds, and estimated travel times
based on current road conditions. Traffic flow is displayed on the navigation screen with different colors: a
green roadway indicates traffic moving 40 mph and above, a yellow route represents traffic moving at 20
to 40 mph, and red means traffic moving at less than 20 mph. Icons on the screen represent accident sites,
road construction and street closures. This information is delivered to the navigation system by the XM
satellites, which cover the U.S. from coast to coast. XM NavTraffic currently provides traffic data for 20
major metropolitan areas across the nation.


XM NavTraffic recently debuted as a standard feature of the 2005 Acura RL. It also will be available as
an option in certain models of the 2005 Cadillac CTS. Last week, Pioneer unveiled the AVIC-N2 multi-
function navigation system, the first aftermarket in-car navigation unit to offer XM NavTraffic.


"XM NavTraffic is an incredibly powerful tool that helps drivers avoid traffic," Murphy said. "It is the
most comprehensive traffic information service ever offered to U.S. drivers. XM NavTraffic takes
navigation to a whole new level, and we’re very proud that the service has been selected to receive a Best
of What’s New Award."


Founded in 1872, Popular Science is the world’s largest science and technology magazine with a
circulation of 1.45 million and 6.5 million monthly readers. Each month, Popular Science reports on the
intersection of science and everyday life, with an eye toward what’s new and why it matters. Popular
Science is published by Time4 Media, a subsidiary of Time Inc., which is a wholly owned subsidiary of
Time Warner Inc.


About Delphi
Delphi was the first company to integrate a radio into the dashboard in 1936, the first to bring satellite
radio to the vehicle in 2001 and the first to bring a portable satellite radio boombox to the market in 2002.
Delphi continues to expand its in-vehicle and consumer electronics technologies. Delphi has a broad
portfolio of products to answer a wide variety of information and entertainment needs. For more
information, visit http://www.delphi.com/media.


About XM Satellite Radio
XM (Nasdaq: XMSR) is America’s #1 satellite radio service with more than 2.1 million subscribers.
Broadcasting live daily from studios in Washington, DC, New York City and Nashville, Tennessee at the
Country Music Hall of Fame, XM’s 2004 lineup includes more than 130 digital channels of choice from
coast to coast: 68 one-hundred-percent commercial-free music channels, featuring hip hop to opera,
classical to country, bluegrass to blues; more than 40 channels of premier sports, talk, comedy, children’s
and entertainment programming; and 21 channels of the most advanced traffic and weather information for
major metropolitan areas nationwide. For more information about XM, visit www.xmradio.com.


Factors that could cause actual results to differ materially from those in the forward-looking statements in
this press release include demand for XM Satellite Radio’s service, XM’s dependence on technology and
third party vendors, its potential need for additional financing, as well as other risks described in XM
Satellite Radio Holdings Inc.’s Form 10-K filed with the Securities and Exchange Commission on 3-15-04.
Copies of the filing are available upon request from XM Radio’ s Investor Relations Department.
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XM SATELLITE RADIO RECOGNIZED WITH 12 AWARDS FROM
CONSUMER ELECTRONICS ASSOCIATION; MYFI AND XM
NAVTRAFFIC TAKE TOP HONORS


Washington D.C., November 1 I, 2004 -- XM Satellite Radio (NASDAQ: XMSR), the nation’s leading satellite radio
service with more than 2.5 million subscribers, announced that a total of 12 XM products have been recognized as
honorees for the Innovations 2005 Awards, including two "Best of Irmovations" distinctions for the Delphi XM2go
MyFiTM in the portable audio category, and X!Vl NavTraffieTM Powered by NAVTEQTM.


Sponsored by the Consumer Electronics Association (CEA) and endorsed by the Industrial Designers Society of
America (ISDA), the Innovations Awards, now in its 15th year, honor excellence in consumer technology design and
engineering. The top Innovations 2005 Honorees from each category are named "Best of Irmovations".


"We are truly honored to have both MyFi - the first portable XM2go product - and XM NavTraffic recognized as the
Best of Innovations 2005 Honorees," said Dan Murphy, Senior Vice President of Product Distffoution and Marketing
for XM Satellite Radio. "To have twelve products selected as Innovations Honorees is an absolute thrill. Along with
our manufacturing partners, Alpine Electronics, Audiophase, Delphi, Eton, Garmin, NAVTEQ, Pioneer and Polk, we
are successfully establishing XM as a mainstay in the ear, in the home, and on the go."


Unveiled in New York last month by XM Satellite Radio and manufacturing partner Delphi Corp., MyFi is the first
personal, portable XM2go satellite radio. MyFi features an integrated antenna, as well as two methods to enjoy XM’s
more than 130 digital channels: a "live" listening mode and a time-shifting "memory" mode.


XM NavTraffic is the nation’s first satellite traffic information service that enables a vehicle navigation system to
display current traffic information for a driver’s personal route. XM NavTraffie is powered by NAVTEQ Traffic, a
new product by NAVTEQ, the leading global provider of digital map data for vehicle navigation systems. XM
Na~,Traffic currently provides traffic data for 20 major metropolitan areas across the natiori. XM NavTraffic recently
debuted as a standard feature of the 2005 Aeura RL and will be available in certain models of the 2005 Cadillac CTS.
Beginning in 2005 XM NavTraffic also will be available in aftermarket navigation systems, including those made by
Alpine Electronics and Pioneer Electronics.


In all, 12 products from ~ and its manufacturing partners were among the Innovations 2005 Honorees selectedby
an independent panel of engineers, designers and journalists.


ManufacturerProduct Name


NVE-N872A Navigation System with
HCE-100XM XM NavTraffic Data
Receiver


SKYBOX Aodiophase


XM2go MyFi Delphi
Corporation


Delphi AudioXM SkyFi2 Corporation


Alpine Electronics


Innovations 2005 Honoree Category


Mobile/Vehicle Electronics Navigations, Safety
and Security


Audio


Portable Audio (Best oflrmovations Honoree)
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PORTABLE XM2GO RADIOS RECEIVE TOP HONORS
FROM POPULAR SCIENCE, WIRED, AND USA TODAY
NOW; XM OFFERS $50 MAIL’IN REBATE FOR
HOLIDAY SHOPPERS
XN2go radios are first and only portable, handheld satellite radios for listenlng to five
programming and stored content in the car, at home, and on the go


Washington O.C., October 11, 2005 -- XH Satellite Radio, the nation’s leading satellite
radio company with more than five mdlion subscribers, Is the winner of top honors
from three national magazines for its portable XM2go satellite radios as XM offers a
$50 mail-m rebate for a variety of XN radios for holiday shoppers:


¯ Popular Science magazine has chosen the VlyF~ XM2go radio by Delphi for its
prestigious "Best of What’s New 2005" award. The NyFI will be displayed at a
public exhibition hosted by Popular Science at Grand Central Terminal’s
Vanderbllt Hall in New York City November 8-10.


, WIRED magazine has named the portable Tao XM2go radio its "Editor’s Pick"
atop the list of satellite radio receivers reviewed in its annual consumer
product buying guide.


¯ USA Today’s brand-new consumer tech guide USA TODAY NOW Personal
Technology has chosen the portable Pioneer AlrWare XM2go radio as one of
the top ten coolest tech products for the holidays.


XM2go radios are the first and only satellite radios that allow users to listen to live
programming or stored content in the car, at home, and on the go. XM2go radios
deliver XM Satelllte Radio’s 150-plus channels of commercial-free musm and premmr
sports, news, and talk programming. The wearable radios come with a complete set of
accessories, including car and home kits, headphones, belt clip, and other Items for
hstening to XM from coast to coast.


XM2go radios are now available for $149.99 after the special $50 marl-in rebate. This
rebate is available through December 31, 2005, for consumers who purchase one of a
variety of XM products for themselves or as gifts at participating retailers. The "Listen
Large... Save Big" rebate applies to XM2go radios, various plug-and play receivers,
and other products for the car and home. Details about the rebate and the rebate
order form can be found online at www.xmradio.com,


"Holiday shoppers have a fantastic opportunity to get XM’s award-winning radios for
themselves and everyone on their gift lists," said Dan Murphy, senior vice president of
product marketing and distribution, XM Satellite Radio. "The holiday shopping season
promises to be the busiest in the history of XN, and this speoal retail promotion is a
key part of that effort. As these recent awards demonstrate, X1~29o radios have the
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SkyFi Marine Kit


Roady2 Personal Audio System


PD7140 PD 1


PD7141 PD2


XM WX Satellite Weather GPSMAP
3010C Chartplotter with GDL


XM Reference Tuner Xrtl2


Pioneer AVIC-N2 Multi-Function
Navigation System with XM NavTraffic


XM NavTraffic Powered by NAVTEQ
Traffic


Delphi
Corporation


Delphi
Corporation


Eton Corporation


Eton Corporation


Garmin
International Inc.


Polk Audio


Pioneer
Electronics


XM Satellite
Radio
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Accessories


Accessolies


High Performance Audio


Personal Electronics


Mobile/Vehicle Electronics Navigations, Safety
and Security


Audio Components


Mobile/Vehicle Electronics Navigations, Safety
and Security


Mobile/Vehicle Electronics Navigations, Safety
and Security (Best ofIrmovations Honoree)
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advanced features that consumers want, and we match our hlgh-quality radios with
the greatest variety of content In satellite radio, Including the most music channels and
the most live sports."


About XM Satellite Radio
XM (NASDAQ: XMSR) Is America’s number one satellite radio service with more than 5
million subscribers. Broadcasting live dally from studios in Washington, DC, New York
City and Nashville at the Country Music Hall of Fame, XN’s 2005 lineup includes more
than ].50 digital channels of choice from coast to coast: the most commercial-free
music channels, p|us I)remler sports, talk, comedy, children’s and entertainment
programming; and 21 channels of the most advanced traffic and weather information.
XM was named Best Radio Service at the 2004 Billboard Digital Entertainment Awards.


XM, the leader in satellite-delivered entertainment and data services for the
automobile market through partnerships with General Motors, Honda, Toyota~
Hyundal, Nissan and Volkswagen/Audl, is available in more than ~.30 different vehicle
models for 2006. XM’s industry-leading products are available at consumer electronics
retailers nationwide. For more Information about XM hardware, programming and
partnerships, please visit http://www.xmradlo.com.


Factors that could cause actual results to differ materially from those in the forward-
looking statements In this press release include demand for XM Satellite Radio’s
service, the Company’s dependence on technology and third party vendors, its
potential need for additional financing, as well as other risks described in XM Satellite
Radio Holdings Inc.’s Form I O-Q filed with the Securities and Exchange Commission on
]]-7-05. Copies of the filing are available upon request from XI~I Radio’s investor
Relations Department.


XM Radio Contact
Chance Patterson
Phone: 202-380-4318
chance.patterson@xmradio.com
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XM Satellite Radio Wins Top Honors at the 2006 Consumer
Electronics Show


WASHINGTON, Jan. 9/PRNewswire/-- XM Satellite Radio, the nation’s leading satellite radio company
with more than six million subscribers, won top honors for its ground-breaking satellite radios at the 2006
International Consumer Electronics Show (CES) in Las Vegas, Nev.


(Photot http=//www.newscom.com/cgi-bin/prnh/2OO6OlOg/DCMOl4 )
(Logo: http://www.newscom.com/cgi-bin/prnh/20000724/XMSATLOGO )


XM unveiled the world’s first portable audio players that receive live satellite radio and play MP3 music,
combining the two most popular forms of audio entertainment of the past 20 years. Samsung and Pioneer
plan to introduce the next-generation XM2go radios -- the Samsung Helix and Pioneer Inno -- at retail in
the first quarter of 2006.


The Pioneer Inno XM2go won the Best of CES 2006 People’s Voice Award hosted by CNET. Dr. Stell
Patsiokas, XM executive vice president of technology and engineering, accepted the prestigious award from
CNET editors Brian Cooley, Tom Men’itt, and Molly Wood during a ceremony at CES. "More than 5,000
of you voted in our online poll, and your dear choice was the Pioneer Inno," CNET said.


The Pioneer Inno also won Last Gadget Standing, the annual CES competition hosted by PC Magazine. The
online audience chose the Pioneer Inno among ten cutting-edge products picked by editors and online
visitors.


In addition to these honors, XM’s first-generation XM2go radio, the Delphi MyFi, received Editor’s Choice
Awards from the consumer electronics magazines Sound & Vision and E-Gear at separate events during
CES. Plus, five XM products were recognized as honorees for the Innovations 2006 Awards, which
recognize outstanding product engineering and design, sponsored by the Consumer Electronics Association
(CEA), the host of CES.


These award-winning products complement XM’s industry-leading programming, which offers the most
commercial-free music, premier sports, news, talk and entertainment channels on satellite radio. Exclusive
shows on XM include one- of-a-kind music programs hosted by music legend Bob Dylan, hip-hop
superstars Snoop Dogg and Ludacris, rock hero Tom Petty, and jazz giant Wynton Marsalis. XM is also the
exclusive satellite radio home for public radio icon Bob Edwards, Opie & Anthony, Air America, Major
League Baseball, World Cup Soccer, NASCAR, "Good Morning America Radio," and "The Ellen
DeGeneres Show."


About XM Satellite Radio


XM is America’s number one satellite radio service with more than six million subscribers. Broadcasting
live daily from studios in Washington, DC, New York City and Nashville at the Country Music Hall of
Fame, XM offers 160 digital channels of choice from coast to coast: the most commercial-free music,
premier sports, talk, comedy, children’s and entertainment programming; and the most advanced traffic and
weather information.


XM, the leader in satellite-delivered entertainment and data services for the automobile market through
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partnerships with General Motors, Honda, Toyota, Hyundai, Nissan, Porsche, and Volkswagen/Audi, is
available in more than 130 different vehicle models for 2006. XM’s industry-leading products are available
at consumer electronics retailers nationwide. For more information about XM hardware, programming and
partnerships, please visit http:l/www.xmradio.corrd.


Factors that could cause actual results to differ materially from those in the forward-looking statements in
this press release include demand for XM Satellite Radio’s service, the Company’s dependence on
technology and third party vendors, its potential need for additional financing, as well as other risks
described in XM Satellite Radio Holdings Inc.’s Form t0-Q filed with the Securities and Exchange
Commission on 11-7-05. Copies of the filing are available upon request from XM Radio’s Investor
Relations Department.


Photo: NewsCom: http://www.newscom.com/cgi-bin/prnh/20060109/DCM014
http://www.newscom.com/cgi-bin/prnh/20000724/XMSATLOGO
AP Archive: http:/lphotoarchive.ap.org/
PRN Photo Desk, photodesk@prnewswire.com


SOURCE: XM Satellite Radio


CONTACT: David Butler of XM Satellite Radio, +1-202-380-4317,
david.butler@xmradio.com


Web site: http://www.xmradio.conff
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DIRECT TESTIMONY OF ERIC LOGAN


(ON BEHALF OF XM SATELLITE RADIO INC.)


1. My name is Eric Logan. I am currently employed by XM Satellite Radio Inc.


("XM") as Executive Vice President of Programming, a position I have held since August 2004.


In this capacity, I am responsible for programming and strategy for all of the more than 170


channels on the XM radio service.                                       ~


2. My testimony primarily will discuss XM’s program offerings, and explain how


and why XM programs its channels to provide a diverse, unique and compelling program service


that will convince consumers to become and remain XM subscribbrs. To summarize several of


my key points:


The fundamental value proposition of XM is built on (1) aggregating onto a single


platform a diverse variety of programming that will appeal to almost every interest; (2) exclusive


programming such as sports and talk; (3) brand-name news and talk programming; (4) XM’s


unique approach to music programming; and (5) XM’s decision to forego advertising revenue on


its music channels.
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Presenting a diverse line-up of programming to potential and current XM


subscribers, including news, sports, talk, comedy, and commercial-free music channels,


promotes subscriber acquisition and retention, and grows subscriber satisfaction.


The non-music channels on XM include exclusive content such as Major League


Baseball, Oprah & Friends, National Hockey League (which will be exclusive to XM starting


next season) and NCAA college football and basketball from select conferences. These channels


also include high-brand recognition content like Fox News, ESPN and CNN, and also play a


major role in promoting subscriber acquisition.


XM doesn’t just "play music" on its music channels. XM creates its music


channels with a special character and personality created by expert music programmers and on-


air talent. XM also produces exclusive music programming that adds value for XM subscribers,


the performers and recording labels.


XM’s approach to music programming in turn creates powerful promotional value


to musical artists and recording labels. Both established and up-and-coming musicians get


valuable exposure from the different avenues in which XM presents their music. This power of


XM to promote sales has been ac "knowledged by the artists and recording labels themselves.


Radio Industry Experience Prior to Joinin~ XM


3. I have twenty years of experience working at radio stations and radio station


groups, starting in entry level jobs, to turning around a station in the third largest media market


in the United States, to working as a senior executive for major AM/FM radio conglomerates. I


have held jobs in almost every area in the radio business - sales, tech, on-air, programming and


management.
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4. I started my radio career in the late 1980"s at country stations in Oklahoma City.


Starting in 1994, I went on to hold programming positions in Seattle and in San Francisco. In


Seattle in July 1994, I relaunched the station formerly known as KXRX-FM with a new, "Young


Country" music format, and changed its call letters to KYCW-FM. The station quickly overtook


the second-rated competitor. As program director of KYCY-FM in San Francisco in 1995, I


diversified the station beyond its country format. Additions to the programming included


broadcasts of Oakland Raiders football games. The station’s ratings and popularity jumped to


overtake our closest competitor in the country format, and ultimately to force that competitor to


change its format.


5. The positions in Seattle and San Francisco led to a job based in Tampa, Florida,


where I programmed a cluster of CBS-owned stations in 1997-98. In Tampa, I also renegotiated


our deal to broadcast NFL football games. This in turn led to my first corporate position, where I


had the responsibility of overseeing country music programming on CBS stations across the


country, including stations in Houston, Chicago and Kansas City. In 2002, ! became Manager of


Operations at WUSN-FM, known as "U.S. 99," in Chicago. Responding to the changes to our


society brought about by 9/I 1, I relaunched WUSN-FM as "America’s Country Station,"


combining new country music with other popular music that connected listeners with a new,


stronger sense of pride and patriotism. These changes brought WUSN literally from "worst to


first" in the Chicago market broadcast ratings in record time.


6. The last several stations I programmed were owned by Infinity/CBS Broadcasting


Corporation, one of the largest owners and operators of radio stations in the United States. In


2003, Infinity/CBS promoted me to Vice President of Programming and moved me to New


York, where my duties included responsibility for the day to day operations of all of Infinity’s
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New York City stations. I then went to Citadel Broadcasting for a year, where as President of


Programming I was responsible for more than t50 radio stations in over 40 markets.


7. In July 2004, when I was approached to join XM Satellite Radio, I had already


been immersed in programming of commercial radio stations for a decade.


8. Beginning November 7, 2006, I will be returning as a member of the Board of


Directors of the Country Music Association.


Pro~rammin~ Role and Staff at XM


9. In my capacity as XM’s Executive Vice President of Programming, I am


responsible for every piece of audio (and accompanying data) broadcast on XM. In the broadest


sense, I am responsible for the strategic creative management of XM’s bandwidth. Bandwidth --


the finite portion of the broadcast spectrum allocated to XM under its FCC license -- is XM’s


principal commodity. Not all channels use bandwidth equally. Talk channels can be broadcast


using less bandwidth, such that, generally speaking, two talk channels can fit in the bandwidth of


one music channel. Even among the music channels, certain types of music are more sonically


demanding than others and so require greater bandwidth. I decide how much of the bandwidth


is allocated to certain types of programming, and how to re-allocate bandwidth to maximize the


XM subscriber’s listening experience and create a service they will be willing to pay for. When


XM first launched with 100 channels, there were 29 news/talk/sports channels, compared to 52


now (including comedy and kids programming). There were 65 channels dedicated to music and


programmed by XM, compared to 69 now.


10. My programming staff includes five Senior Vice Presidents and Vice Presidents,


for news/sports/talk, original programming and content, program operations, and music. XM’s


Chief Creative Officer is Lee Abrams, who for decades has been well known as one of
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America’s leading FM radio consultants. Department and program directors work under each of


the Senior Vice Presidents. Each music channel has a program director. There are 288 people


employed in the programming division of XM, 135 of whom are dedicated to music


programming.


11. XM’s nationwide service affects both our content strategies and, we believe, our


listenership. During certain parts of the day, subscribers predominantly listen to XM in the car.


For that reason, XM has an extended "drive time" programming focus from 6 a.m. to 12 p.m.


Eastern, and from 3 p.m. to 9 p.m. According to Arbitron ratings, XM achieves a Time Spent


Listening share that tracks from five to nine hours higher per week than AM/FM radio.


XM’s Extensive Channel Selection


12.    Because of our more than 170-channel platform, XM is able to provide content


with mass-market appeal as well as niche programming that will appeal to a smaller, but


potentially more dedicated, fan base. Our ability to acquire, deliver and program content on XM


is limited by bandwidth and budget. Therefore, my job is essentially a balancing act to find the


most effective way to deploy these resources across our channel line-up, and to build an offering


that will promote the acquisition and retention of subscribers. Exhibit 1 shows XM’s current


channel line-up.


13. The left side of the guide highlights our commercial-free music channels, grouped


by genre. Our formats feature a spectrum of musical genres as well as mass appeal formats that


have been abandoned by terrestrial radio. As shown on Exhibit 1, XM’s music channels are


grouped under broad genres - - "Decades," Country, Pop & Hits, Christian, Rock, Hip-Hop &


Urban, Jazz & Blues, Lifestyle, Dance, Latin, World, and Classical. Each genre features


programs or even entire channels that. are dedicated to mainstream and/or hit-based music, but
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even these most popular genres have "niche" channels, and play music and performing artists


that rarely find their way to the terrestrial airwaves at all. By design, XM uses its broadcast


capacity to play everything from the top hits to, for example, Celtic and American Indian music


programs.


I4. Our "Decades" format devotes a channel to each decade from the music of the big


band era in the ’40s to pop hits of the ’90s. The "Decades" channels for the 1940’s (Channel 4),


1950’s (Channel 5) and 1960’s (Channel 6) almost exclusively play pre-1972 sound recordings.


Our seven "Country" channels include a mix of classic country, country superstars, folk,


bluegrass and traditional country. Willie Nelson makes his radio home on "Willie’s Place’"- our


single most popular music channel - where our on-air personalities hang out in a make-believe


country honky tonk saloon and play classic country songs that receive virtually no airplay on


terrestrial radio. Willie’s Place also plays mostly sound recordings made before 1972. Other


channels that prominently or predominantly feature pre-1972 recordings are Soul Street, Frank’s


Place, Top Tracks, Bluegrass Junction, The Village, Real Jazz, and Deep Tracks.


15.    Our "Pop & Hits" category has a channel selection expansive enough to include


traditional top 40, along with soundtracks, show tunes, and international hits. The XM Christian


music channels likewise encompass styles from pop to Southern gospel, and play a deep catalog


of well-known and lesser-known songs. Fourteen rock channels give our program directors the


space and freedom to play any and every rock artist from the last 50 years, and go far beyond the


best-known cuts that receive airplay on commercial FM stations.


16. XM’s "Hip-Hop & Urban" channels provide a home to brand new music, old


school, and a channel of classics hosted by Snoop Dogg. Likewise, our jazz and blues channels


play modern, contemporary and traditional jazz and blues, with a channel reserved for American
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Standards, "Frank’s Place," named for Frank Sinatra with approval and input from the Sinatra


family. "Lifestyles" channels have eclectic and new age sounds. XM has five channels of dance


music, four Latin music channels, and three channels of World music. XM’s three classical


music channels include "XM Classics," with traditional classical music, "Vox," which features


opera and vocal music, and "XM Pops," offering classical favorites in XM surround sound.


17. Our "Biggest Names in News" category includes well-known and valuable


television brands, such as CNN, Fox News, CNBC, and the BBC. Some of the most compelling


programming is part of our sports programming, including national coverage of all major league


baseball and NHL games. Our "Especially for Women" programming includes "Take Five" and


the recently-launched "Oprah & Friends" talk and lifestyles channel. XM’s "All-Star Talk and


Entertainment" programming includes famous on-air personalities such as Opie and Anthony,


whose program rates number one on XM for time spent listening each week. "Sonic Theater" is


an XM exclusive channel that presents short stories, serialized readings from well-loved books,


plays recorded live on stage, and radio drama. We now have four "Superstar Comedy" channels.


We have two kids and family channels that are not part of our "commercial free" music offering,


but nevertheless do include music. XM Kids targets kids under 10 and presents a morning show


with running characters, sketches and contests as well as radio theater, kids’ concerts, science


shows and other content throughout the day. We also carry Radio Disney aimed at "tweens"


with a mix of top 40 music and other entertainment. Instant traffic and weather and regional


programming round out the guide.


The Balance of Content Offerings on XM


18.    XM regularly reassesses its channel line-up to keep pace with changing consumer


and subscriber tastes and trends. Because we have limited bandwidth, a decision to add new
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programming channels will in many cases come at the expense of existing channels. For


example, when we added the "Oprah & Friends" talk channel, featuring Oprah Winfrey, we were


forced to discontinue carriage of one talk channel. These decisions are complex and, unlike


commercial radio, they are not based purely on Arbitron ratings. Rather, these decisions are


based on the strategic value of the channel to the overall content offering, measured by other


factors such as the channel’s ability to attract new subscribers and retain existing subscribers. In


some cases, I consider it important to retain a channel with a relatively low but highly devoted


listenership.


19. Like any other entertainment medium, we make creative content decisions based


on a combination of research, experience and gut instinct. In my experience, it can ]~e difficult to


rely solely on listener research when deciding whether to launch a channel. For example, we


launched our first comedy channels at the suggestion of some of our programming staff.


Comedy had never been done before nationwide in radio, and therefore there was little


experience to determine subscriber demand. XM’s comedy channels have turned out to be


among our most popular offerings. Another example is our Southern Gospel channel,


"enLighten." It was popular on our internet streaming service, but we did not have a sense as to


whether that popularity would translate once we moved it to our satellite radio platform. We


decided to try it on the satellite service, and it has emerged as our most popular Christian


channel.


20. What we have learned at XM is that we will be more likely to succeed using a


combination of diversity, experimentation, passion and expertise for a particular genre, than


programming by numbers. The best way for XM has been to build channels with their own


particular focus and personality.


86050.1







How XM Manages its Content Strate~ to Attract and Retain Subscribers


21. XM views its channels in terms of their strategic contribution to the acquisition


and retention of subscribers. Different types of XM programming may play distinct roles in


acquisition or retention. Attached as Exhibit 2 is a chart that illustrates XM’s content strategy.


22. It is far more costly to convince consumers to initially subscribe to XM, compared


to the cost of retaining them once they have become a subscriber. Consumers need to be shown


the value proposition in paying for something that they have traditionally received for free. And


of course, different subscribers will perceive different value from across the broad mix of content


on the XM channels.


23. The initial challenge in converting consumers to subscribers is to explain, in a


way they can grasp quickly, why XM is different from broadcast radio. We emphasize the


diversity of programming on XM - the mix of entertainment and information available on XM’s


non-music and music channels. Potential subscribers should be able to look at the prograr~


guide, see a variety of content and channels that appeal to their personal interests, and appreciate


that they are unlikely ever to feel that "there’s nothing on for me," as consumers have


experienced with broadcast radio. Many people become subscribers because of particular


content that they are passionate about and that they can’t get except by subscribing to XM. A


second factor that can readily be understood by potential subscribers is that XM has 69 music


channels that are commercial:free. Many XM subscribers li~i~n in their cars, and would rather


not spend their commuting and travel time enduring dozens of commercials per hour on AM/FM


broadcast radio.


24. To retain subscribers, XM promotes depth, diversity and long-term value in the


totality of our programming. Once consumers become subscribers, most initially will listen
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almost exclusively to four or five stations at any given time. To retain these new subscribers,


part of my job is to get them to discover more value in XM than they originally anticipated when


they chose the service -- both on the channels they already listen to, and on channels that they


have not yet experienced.


XM Programmin~ Focused on Subscriber Acquisition


25. A major driver of subscriber acquisition is programming that a consumer only can


get nationwide or in the car by subscribing to XM. Such "exclusive" programming also can


distinguish XM from competitors in satellite and internet radio, as well as terrestrial radio. Most


of XM’s exclusive content deals are targeted to promote acquisitions of particular subscriber


segments, so XM often pays premium pricing for such programming.


XM’s Exclusive Sports Programming


26.    Sports play-by-play programming is a primary acquisition tool. Our sports


programming is focused primarily on attracting displaced fans nationwide who are unable to


follow games of their favorite team because they do not live in the team’s market or because the


games are not carried even in the local market. MLB schedules over 160 regular season games


played by each of its 30 teams. With over 2400 regular season games available on XM, we saw


a huge opportunity to attract millions of existing major league baseball fans to XM. After we


launched MLB on XM, some 20% of new subscribers that we polled at the time cited MLB as


the reason they became subscribers.


27.    We also broadcast live 400 National Hockey League ("NHL") hockey games.


We provide basketball and football coverage of four Division One college sports conferences --


the ACC, Top 10, Big 10 and Big East. We broadcast 132 NASCAR races, PGA Tour golf


tournaments, Mexican League soccer matches, and select National Basketball Association
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games. We recently carried 2006 World Cup soccer coverage and play-by-play. We have a


broadcast and marketing partnership with the U.S. Open, which in addition to giving us


exclusive rights to broadcast the tennis matches, also gives us significant presence at the well-


attended event. Exhibit 3 is a chart showing XM’s sports programming strategy.


XM’s Talk, News and Information Programming


28. In addition to the sports programming, exclusive talk programming is important to


XM’s acquisition strategy. XM’s line-up includes familiar personalities from the world of


broadcast radio, including public radio host Bob Edwards, and the Opie and Anthony show. As


one indicator of the importance of such programming and its value to the potential acquisition of


new subscribers, XM now licenses programs we produce back to terrestrial radio stations. In


April 2006, I led a team that negotiated a deal whereby we licensed a portion ofXM’s Opie and


Anthony show back to the CBS radio network, to run in 23 of the largest markets in America - a


first for the satellite radio industry. This serves as a marketing tool to expose listeners to satellite


radio, since we use the terrestrial radio portion of the show to promote XM and cross-promote


the part of Opie and Anthony’s show that remains exclusive to XM (as well as other XM


content).


29. Similarly, XM produces "Bob Edwards Weekend," which is distributed by Public


Radio International to 37 terrestrial public radio broadcast stations around the country. It


features two hours of excerpts from The Bob Edwards Show, which is produced by and heard


daily on XM.


30. The Oprah & Friends channel, illustrated on Exhibit 4, debuted in late September,


featuring original programming on news, health, fitness, home design, spirituality, and lifestyles


from Oprah Winfrey’s Harpo Productions. The channel is promoted extensively on Oprah
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Winfrey’s television program and website, which introduces and promotes XM to Oprah’s


millions of fans.


3 I. Another strategy that aids in subscriber acquisition is to broadcast content from


well-known television and radio networks with high brand recognition. This programming is not


exclusively available through XM, but the brand recognition, the nature and quality of the


programming, and the diversity of the programming add to the consumer proposition of value


they will get as an XM subscriber. Much of this content is a simulcast of television audio, and


allows XM subscribers to listen to this programming in their car. E×amples of this type of


programming include our channels featuring CNN, Fox News, Air America, Bloomberg Radio,


CNBC, BBC World Service, Radio Disney, ESPN and C-SPAN Radio. Notably, Fox News and


CNN are available on satellite radio but not terrestrial radio, and Fox News in particular is by


contract exclusive to the satellite radio platform. As a result, this content is particularly valuable


to us as an acquisition tool. As one indicator of the value of this programming, the single most


listened-to channel on XM for more than three years running is Fox News. Exhibit 5 depicts our


Talk, News, and Entertainment strategy.


32. Our "Take Five" channel focusing on women’s lifestyle issues combines some of


the most popular television talk programming (Good Morning America Radio,.Ellen DeGeneres,


and Tyra Banks) with XM-exclusive programming such as interview shows led by women


journalists and talk personalities. This aspect of our programming strategy appeals to a large


segment of our potential listenership, women between 25-54 years of age. Exhibit 6 illustrates


our women’s content strategy.


33. Our XMPR public radio channel includes broadcasts of the News Hour with Jim


Lehrer and shows produced by Public Radio International, American Public Media and local
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public radio stations, as well as exclusive XM-produced programming like The Bob Edwards


Show. Much of XMPR’s programming is highly regarded and recognized in the industry. The


NewsHour has earned more than 80 awards for outstanding reporting, including many of


journalism’s highest honors. Bob Edwards has won the DuPont-Columbia Award for radio


journalism, the George Foster Peabody Award for excellence in broadcasting, and the Edward R.


Murrow Award for outstanding contributions to public radio. On October 17, 2006, ASCAP


announced they were awarding the Deems Taylor Radio Broadcast Award to The Bob Edwards


Show on XM for excellence in music coverage.


34. XM also carries Instant Traffic & Weather on a 24 hour basis. Through Instant


Traffic & Weather, XM broadcasts local road and weather conditions for 21 major metropolitan


markets, each over its own dedicated channel (channels 210-230), as well as national emergency


information on dedicated channel 247. Unlike commercial radio’s 30-second updates, XM


traffic and weather channels are broadcast nationally and give full reports on commuting and


weather conditions,


XM’s Commercial-Free Music Programming


35.    Much of XM’s programming is designed to appeal to fans, and music fans are


part of our target subscriber base. Consumers dissatisfied with the homogeneity of commercial


FM radio can really only appreciate the sound of XM when they experience it. XM’s special


programming is available exclusively from XM music channels, as I will discuss in great detail


below, and we believe that the music programming style of many XM channels is truly unique.


The expertise and creativity that XM brings to its music programming are essential to distinguish


XM from other music listening experiences.
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36. 69 of the music channels-XM offers are commercial-free. At launch, XM aired


commercials on more than half of its music channels, but decided it was desirable for subscriber


acquisition to make all XM-programmed music channels commercial-free.


XM Pro~rammin~ for Subscriber Retention


37. XM also focuses substantial effort on creating and acquiring programming as part


of its retention strategy, to minimize cancellation of subscriptions (called "chum"). Subscribers


want to receive continuing value from their XM subscription, and so exposing them to different


content is key to demonstrating the XM value proposition on an ongoing basis.


3g. One key strategy is to expand and promote the diversity of programming content


available on XM, and to use announcements on one channel to cross-promote programming on


other channels they also may enjoy. For example, we can encourage those who subscribed to


XM for major league baseball games to try the "ESPN" or "Homeplate" sports talk channels, but


they also might enjoy a Bob Dylan’s Theme Time Radio Hour program with songs all about


baseball, or Bob Edwards interviews with personalities from the world of sports. Several of our


artist-led music shows can be heard at different days and times on different channels, which


helps introduce subscribers to new kinds of music. Given the diversity of programming


available on XM, many subscribers will hear talk shows on subjects they never knew existed,


and may try other talk channels as a result. We will exlSose them on our music channels to new


genres and artists they have never heard on broadcast radio. We call this "the Joy of Discovery"


on XM.


39.    Some content available on other media platforms, and that is not exclusive to XM,


also promotes subscriber retention. As noted above, most of XM’s news, and many of our public


affairs talk, channels have content that also is available on broadcast radio, television, and even
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on Sirius, and therefore are not completely exclusive to XM. These channels have high brand


value that serves our acquisition strategy, but they also promote retention. Subscribers know


they don’t have to leave XM and search the AM or FM radio dial - XM has it all. We also have


us an opportunity to cross-promote the programming on different channels within these


broadcasts, and the high listenership for many of these channels creates important revenue


opportunities to sell advertising time.


40. Music listeners dissatisfied with terrestrial radio will appreciate XM for a variety


of reasons. In addition to the commercial-free aspect of 69 XM music channels, listeners


frustrated by the limited formats of broadcast radio will enjoy the diversity of genres of music


programming on XM channels. Those tired of narrow playlists on hit-driven radio stations will


find breadth and depth in XM’s programming. True music fans will appreciate the different


ways that XM showcases music and musicians - the "art" of programming on XM. Exhibit 7 is


a chart that describes the strategy behind some of the key components of the XM-created music


programming. I discuss how we program music in more detail below.


XM’s Artist-Led Programming


41. Another key strategy for our music channels is to create special original


programming that keeps the channels sounding fresh. XM’s artist-led shows give performers


free rein to play whatever music they want to play, to share and talk about what inspires them as


artists and as fans, to talk about their favorite places to perform, or just tell stories about their


experiences recording and touring.


42. Examples of popular artist-led shows are Bob Dylan’s "Theme Time Radio


Hour," where each week he plays songs on a different theme; Tom Petty’s "Buried Treasure,"


where he digs up vintage rock and roll tracks; Wynton Marsalis’s program, "In the Swing Seat,"
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where he talks about the style of particular jazz artists; Snoop Dogg’s "Welcome to da Chuuch,"


programmed from his home with music and guests from the world of hip-hop and rap; and,


Quincy Jones’s multi-series programs on jazz, rhythm and blues, and soul music. "SongStories


with Graham Nash" spotlights Nash interviewing many of music’s most talented and successful


songwriters about the stories behind their most classic songs, their overall creative process and


the art of songwriting itself. Artists of different generations and styles drop by to "takeover" a


channel station, and have complete freedom to talk about whatever they want, play what they


want, and enjoy programming from XM’s extensive music library. Exhibit 8 describes some of


XM’s long form specialty programming. Exhibit 9 is a series of articles concerning Bob Dylan’s


’critically-acclaimed "Theme Time Radio Hour" show.


XM’s Concert Series and Special Music Events


43. XM produces programming featuring performances by mainstream and up-and-


coming musical artists. We created a series called "Artist Confidential," which is an hour-long


program that spotlights one major musical artist or group with interviews and at least 20 minutes


of live performances, both audio and video recorded before a small audience in XM’s


Performance Theater in our studios in Washington, D.C. or occasionally in our New York "Jazz


at Lincoln Center" studios. These performances cover every genre of music, including an


offshoot program called "Classical Confidential" that airs on our classical music channels. We


have done more than 50 Artist Confidential and more than ten Classical Confidential programs,


with artists as diverse as Paul McCartney, Bonnie Raitt, Cecilia Bartoli, Leonard Slatkin, Clint


Black, Herbie Hancock and Odetta. Exhibit 10 is a listing of all the Artist Confidential


performances. Exhibit 11 is a page from the XM website describing our Artist Confidential


programs. Excerpts from these interviews and individual recorded Artist Confidential
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performances may be programmed later on both music and non-music channels. This gives us


the opportunity to both cross-promote the Artist Confidential series and to provide our


subscribers with exclusive content that they can hear only on XM.


44. XM Kids’ "Rumpus Room" concert series is an exclusive in-studio kids’ concert


series featuring the best Children’s recording artists. Like an Artist Confidential for the under 10


set, it has featured artist such as Laurie Berkner, Dan Zanes, They Might Be Giants, and The


Baha Men.


45. Our "Then ... Again ... Live" series invites classic rock artists into the studio


with us. They recreate in live performance today, track for track, some of their most famous


recordings, and give their personal takes on some of their landmark works - such as how they


were recorded, what the band was like at the time, and what they might do differently today.


Exhibit 12 is the page from our website describing the Then ... Again ... Live programs. We


have also created a series called "Artist to Artist" where a young performer interviews an


established artist who inspired him or her (such as the up-and-coming country performer Dierks


Bentley interviewing country legend George Jones). Exhibit 13 is a page from our website


describing XM’s Artist to Artist programming. From time to time, artists drop in on one of our


channels and program their own radio show. Out of this concept comes our "Offstage" series,


where XM visits different artists at their home or home studio and allows them to host and


program a one hour show that mines their personal collection of music. Exhibit 14 is the page


from our website describing the Offstage programs.


46. All of these programs are created by XM, and some can be expensive to produce.


Each Artist Confidential program, for example, requires more than I00 man hours of production
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and set-up work per program. Nevertheless, these XM-created music shows create ongoing


value for the existing subscriber base, and play an important role in subscriber retention.


47.    XM also broadcasts special concert events. In total, XM has broadcast more than


5,000 concert performances (in addition to our "Artists Confidential" series). Our "Mainstage"


series includes concerts from established artists, often carried live (though at times recorded)


from large multi-artist festivals such as Bonnaroo, Rock in Rio, Live 8, and Farm Aid. Exhibit


15 is a page from the XM website listing Mainstage concerts we have presented. In addition, we


often feature small-venue concert recordings from emerging artists, particularly in our "SRO"


series, which exposes new talent to XM’s music audience. These venues include the B.B. King


Blues Club in New York City. Exhibit 16 is a page from the XM website listing SRO series


performances we have presented.


48. XM is also the official satellite radio partner of the Grammy Awards. Only


twelve of the Grammy Award categories are televised, which gives XM 120 categories of music


performances and awards to broadcast. At Grammy time, XM dedicates a channel to Grammy-


related programming, allowing us to broadcast exclusive pre-show coverage of Grammy Week


events and specials highlighting the nominees in various music genres. We cross-promote the


Grammy Awards channel across many XM channels, and play Grammy-nominated and award


music on a variety of the XM music channels in virtually every Grammy category.


Music Programming and its Role in Creatin~ the XM Music Experience


49.    In a broad sense, recorded music is a commodity that gains enhanced value


through the context in which XM showcases it and in which our subscribers experience it.


With~’uta guide, you are walking into a vast library with no idea of where to start or where to go


next. XM’s programmers and on-air talent provide that context, like having a music expert
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spinning discs in your living room. Channels are developed with a particular personality or point


of view, reflecting the thinking of the programmers and our on-air talent.


The Process of Music Programming on XM


50. All of the more than 2.5 million songs in the XM music library are available to


programmers on the XM computer system. Program directors determine the criteria important to


creating the character of their respective channels. These include types of music and musical


artists (such as era-based music for our "Decades" channels), rotation of songs and artists, the


theme of the channel, and the particular themes and flows for each program segment.


51. Music programmers add, delete, and order songs into a playlist. The


programmers can control the transitions between the songs, determining the duration and nature


of the transition (fade out, fade out/fade in, and so forth). Slots are determined for talk by our


on-air personalities and promotiona! announcements for programming on that channel or on


other XM channels. On many of XM’s channels, our on-air personalities are free to share their


knowledge and enthusiasm for the music and the artists, personal anecdotes about the music and


the musicians, and useful information such as concert calendars and record release dates.


The Art of Music Programming on XM


52. When hiring music channel program directors, I look for people with a deep


knowledge of the genre of the channel they will be programming. My philosophy is that the


technical and managerial aspects of programming are something that can be taught, but the art of


selecting music cannot, and that is why I look to hire true music experts. Classical music experts


like Robert Aubry Davis and Martin Goldsmith, jazz aficionados like Maxx Myrick, blues expert


Bill Wax, American standards expert Jonathan Schwartz, or disk jockeys like George Taylor


Morris, Earle Bailey, Mike Marrone, and Eddie Kilroy - to name but a few of our many
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broadcast legends, each with more than 30 years of professional radio and music experience --


offer our audience thoughtful and unparalleled perspectives on music in the way that it is


programmed and the personal stories and information they can tell their audience.


53.    XM’s program directors are guided by their understanding of music, not by


industry data or consultants. They are music people, not sales people. Many of our program


directors drive our listeners’ tastes in music. In addition to Bill Wax, Mike Marrone, Maxx


Myrick, and Robert Aubry Davis, these tastemakers include Jessie Scott (X Country), Billy Zero


(XMU), Tobi (XMU), Bill Evans (XM Car6), Seth Neiman (Hear Music), Ben Smith (Fine


Tuning), Erik Range (Ethel), Ward Cleaver (XMLM), Lou Brutus (Fungus), Lisa Ivery (The


City), Leo G. (RAW), Skyy (BPM), and Trinity (Watercolors).


54. XM programs a number of hit-based music channels that give subscribers both the


familiar popular formats they would hear on terrestrial radio, and much more. Our "hit-driven"


channels are not mere juke-boxes that play the hits. We program these channels to engage our


listeners. For ex,ample, these cl~annels may feature disk jockey discussion and expertise,


entertainment news and interview excerpts. As another example, the top tunes in the nation that


play on our "20 on 20" channel are determined by listener email votes, phone calls, letters, text


messages and website comments that allow our subscribers to request songs for.specific


channels. By actively engaging the audience in creating the Top 20, we believe we are creating


greater subscriber loyalty to XM.


55. The real power of XM music programming is showcased on channels that we


specifically program to be unique audio "destinations" for our listeners. Listeners strongly


connect with how the content is presented on these channels, and develop a passion for XM


programming. On channels such as Deep Tracks, The Loft, XMU, X Country, The Move, and
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our comedy channels, our programmers play music and material subscribers may never have


heard before, or haven’t heard in years. Programmers are free to choose from the XM library,


which contains more than 2.5 million sound recordings and is constantly growing as we add both


new and old music to our collection. Program directors regularly showcase new music, and are


knowledgeable and sophisticated enough to know the new releases in their particular genres.


This expertise and experience creates tremendous value to the XM subscriber, and gives XM its


character.


56. Taking just one of these "destination" channels as an example, Deep Tracks


regularly features sets that connect the music in ways that appeal to subscribers’ intellect and


aesthetic sense over and above the appeal of the song itself. Songs often are connected by theme


as well as by the style, tempo or key. Every week, Earle Bailey takes the listener on a "Head


Trip" playing hours of songs built around a particular word or phrase or theme in the song titles.


The "Undercover" program features versions of well-known songs covered by other artists. Our


"Fresh Tracks" show features new music releases by long-established and well-loved artists,


some of whom get little airplay on today’s hit-driven broadcast radio. We have a weekly show


intended for headphone listening, v, dth tracks where record producers experimented with stereo


effects. We run the Grateful Dead hour, featuring live performances from among hundreds of


available recorded concerts. Author and music enthusiast Bill Fitzhugh every week sends us a


hand-mixed vinyl show, where he shows how recording artists picked up the musical riffs and


themes from other records. Deep Tracks features the weekly hour-long shows by Bob Dylan and


Tom Petty, recordings from the King Biscuit Flower Hour, Artist Confidential interviews and


concerts, Then...Again...Live shows, and more. Deep Tracks admittedly is one of XM’s more
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adventurous channels, but this one channel illustrates the breadth, depth, and intensity of XM


programming efforts and our programming philosophy.


57. When subscribers tune in one of the XM "destination" channels like the Decades


channels, or Deep Tracks or Bluesville or Real Jazz (and many others), they get much more than


a passive entertainment experience. Subscribers enter the minds of music experts who entertain,


inform, stimulate, and surprise, in a way that appeals to music lovers as welt as music listeners.


Many of these channels recreate a certain location or time in words and music. Engaging the


listener to pay attention and think about the music is another key to what makes XM special to


our subscribers. In these respects, it is the thought, effort, expertise and expense that XM brings


to these channels that makes subscribers (including by the way recording artists themselves) love


listening to music on XM.


58, Not all XM music channels employ live personalities. The overall feeling or


emotion XM is trying to convey will help determine whether to have live announcers. For


example, The Loft channel often has interviews and stories surrounding the music as much as the


music itself. By contrast, "Flight 26," "Big Tracks," and other hits-based channels require fewer


DJs. Alternative rock channels like "Fred" and "Lucy" each have a distinct character, which is


conveyed through prerecorded drop-in announcements that express the personality of the channel


or tell stories rather than talk about the music itself. The alternative rock channel that focuses on


newer music, "Ethel," features disk jockeys, artist interviews, live performances, and specials


such as artists who "take over" programming the chann~i~


59.    Within the framework of the music channel themes, XM also creates "mini-


series" programs that showcase music and artists in creative ways. The 60’s channel features a


weekly show called "Sonic Sound Salutes," which recreates the heyday of Top 40 radio. During


22 s6oso.~







this show, XM’s The 60’s channel is transformed into one of the classic 1960’s radio stations


from around the country, with a mix of songs of the era with recordings that include original


station jingles and on-air personalities. Recently, XM recreated Chicago’s WLS and Kansas


City’s WHB. Exhibit 17 is a recent article from The Washington Post about these classic Top 40


station recreations. The ambitious "IT" special spanned the various Decades channels. Starting


in Mid-August 2006 on The 40’s channel and progressing on each successive Decades channel,


XM played-sequentially every record that reached the top 40 for each year up to 2006. The


songs appeared on the appropriate music channels for each decade, with promotional


announcements appearing on neighboring channels before the jump to a new decade.


Showcasing this panorama of popular music took nine weeks to complete.


60. Several XM channels focus prominently on exposing music by new artists. For


example, "XMU," "Hear Music," "XM Caf6," "The Verge," and "Fine Tuning" each include in


their format substantial amounts of new music by less established artists that fit well in the genre


or philosophy of those channels. "The Village" has just added "Songs to Hang on Stars," a


program that showcases new contemporary folk artists. Many other channels include new music


by less established artists, who benefit from the exposure on XM. Many XM channels also play


music by artists that otherwise receive little or no airplay on commercial radio. Exhibit 18 is a


listing of XM channels known for their exposure of new artists.


61. These are the kinds of compelling musical experiences that XM creates, and that


listeners cannot hear anywhere else but XM. It is this programming expertise and creativity that


makes XM music important to our subscribers.
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The Promotional Aspects and Appeal of XM


62.    Since the mid-1990"s working in programming for radio stations through my


work at XM today, a significant aspect of my job has been working directly with recording


labels, artist management and artists. XM’s Chief Creative Officer Lee Abrams has been


working with record labels, managers and recording artists since the 1960’s. XM is an important


promotional vehicle for performing artists and record labels. By our design, XM’s music


channels provide a national platform to expose recording artists to audiences that appreciate new


and different music. Musicians and their labels gain tremendous benefits from this exposure on


XM, whether it be a new song from a well-known artist or a lesser-known musician who our


subscribers discover on XM.


63. The variety and depth of our programming highlights XM’s promotional value to


a wide variety of musical artists. Terrestrial radio no longer provides an outlet for certain


musical genres in many media markets. Three of the largest radio markets - - New York, Los


Angeles, and San Francisco - - do not have a country station. Other disappearing formats include


classical music, dance stations, oldies and "modern rock." Exhibit 19 fists formats carried on


XM that are missing in major media markets. By contrast, XM’s nationwide coverage includes


three classical channels, five dance music channels, seven country music channels, fourteen rock


channels, and a number of channels, such as certain Decades channels, that play music that used


to be heard on AM/FM radio. Our Decades channels are becoming increasingly popular as local


radio stations drop formats playing music from the 1960s - 1980s.


64. XM’s national reach enables XM to promote music that local radio formats have


left behind. When records in these genres succeed in radio markets that do not support that


music format, we believe, and we have been told this by record labels and artists, that some
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credit for that success is due to airplay on XM. A recent success story: in Los Angeles, after the


last local country station changed formats, XM stepped in to sponsor a country music concert.


With XM’s support, the concert sold out 11,000 tickets.


65.    Initially, record labels treated XM as they would a small local radio broadcaster.


XM had to purchase hundreds of thousands of CDs to launch its service in 2001. Labels began


providing XM with promotional copies of sound recordings, and occasionally brought artists by


for in-studio interviews and, helped us with promotions. Yet, many record labels did not fully


understand the real power of XM as a national music promotional platform. That power is more


than just mere numbers, although the numbers themselves are impressive. Willie’s Place, The


70’s and The 80’s channels each have millions of listeners. Exhibit 20 shows ratings for the


second quarter of 2006, and compares weekly listenership on a few of XM’s top music channels


to other popular national print media and major market radio stations.


66. Artists and their managers, however, immediately grasped XM as a preferred


media outlet for musicians to promote their work. When they heard XM, they "got it". They


also are impressed with the critical mass audience we have achieved. Artists appreciate the


transparency that exposure on XM provides. They speak directly to current and potential fans in


extended, natural and personal formats where they can portray themselves and their music the


way they think is best. They are interviewed by seasoned broadcasters and music experts who


know and appreciate the artists’ work. There are no commercial breaks or heavy-handed


promotion for the channel done at their expense. For example, when Janet Jackson was in


Washington in August 2006, as part of a 3-city tour, she granted newspapers and other media


outlets short interviews at her hotel. The only DC-area media outlet she visited in person was


XM. She spent two hours visiting the urban music channels at XM, and granted an exclusive
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interview to XM. Attached as Exhibit 21 is a compact disc with audio clips (and written


transcription of these clips) from just a few of the many artists who have talked on-air about XM


as a direct conduit from musicians to their fans, unlike the homogenized experience of today’s


commercial FM radio.


67. The promotional power of XM is evident from the number and nature of the


artists and labels that want to work with us. Our Artist Confidential series has featured


legendary artists like Paul McCartney, Robert Plant of Led Zeppelin and Brian Wilson of the


Beach Boys, and newer stars like Coldplay, Pink and the Dixie Chicks. Our Classical


Confidential series has presented interviews and performances with conductor/pianist Leonard


Slatkin, young violinist Joshua Bell, singers Cecilia Bartoli and Andrea Bocelli, and flautist


James Galway. The XM Then...Again...Live series has featured full album performances of


classic rock artists like the Allman Brothers Band, Jethro Tull, Christopher Cross, and Cheap


Trick. Virtually all of these artists came to XM for the freedom to discuss, perform and promote


their music in the way they want to be portrayed, and received no monetary compensation from


XM. In addition to these Artist Confidential shows, XM has conducted and played literally


thousands of interviews with artists.


68. Artists want to be part of the XM experience. Most guest celebrity DJs program


their shows for free or for a modest stipend to cover their expenses. Many of XM’s artist-led


shows were born at the suggestion of the artists themselves, because they appreciated XM’s


approach to programming music and wanted to become part of it. For example, Tom Petty


proposed the idea of his Buried Treasure show to XM. Quincy Jones came to XM with his ideas


for multi-part special music programs. Willie Nelson proposed to XM the idea of changing the


"Hank’s Place" country channel to "Willie’s Place." Hip-hop artists Snoop Dogg, Ludacris,
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Trick Daddy, and Chamillionaire came to XM with the ideas for their own personal


programming. Blues legend B.B. King loved the Bluesville channel so much that we awarded


him the honorary post of the "Mayor of Bluesville," complete with the key to the "city."


Singer/songwriter Graham Nash created his "SongStories" show because of his appreciation for


XM as a platform for musicians. Country star Marty Stuart heard Willie’s Place on XM in his


car, and became so moved by XM’s programming approach to showcasing music that he called


us up and has begun working with us on the concept for a show of his own. Other musicians


who host shows on XM include folk artists Christine Lavin and John McEuen, and country


legend and Hall of Famer Bill Anderson.


69. Bob Dylan was interested in working with XM on "Theme Time Radio Hour"


because he was an avid XM subscriber who appreciated that XM played music he hadn’t heard


in decades anywhere else. On August 28, XM played Bob Dylan’s newest recording, "Modern


Times," in its entirety before it hit the stores. After it hit the stores, many retail outlets


(including Sony’s online retail website, Sony Connect) packaged the CD with a bonus CD


containing an episode of his XM radio show. "Modem Times" entered the charts at number one,


and we have been told that XM contributed to that success.


70. Ja7~ trumpeter and scholar Wynton Marsalis didn’t know much about XM when


we first approached him to do a show on our Real Jazz channe!. But once he heard XM, he was


excited at the opportunity to create his "In the Swing Seat" show and to have broadcasts of


concerts from Jazz at Lincoln Center, where he serves as Music Director.


71. One of the announcers on our X Country (Cross-Country) channel is a younger


musician named Jack Ingram. His work on XM has helped him build his recording career, and


to attract concert audiences all across America.
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72. XM also creates long-form specials of three-to-eight hours’ duration chroiaicling


the history of a recording artist. Interviews, archival material and the complete range of their


music is featured in these programs. This "Complete" series has, in the past, covered artists such


as The Eagles, Chicago, Les Paul, Shania Twain, Toby Keith, Bobby Darin and the Rolling


Stones. Artists are excited to work with XM on these programs for the exposure it provides to


our listeners.


73. We regularly receive telephone calls and correspondence from artists, managers


and labels thanking us for playing their music. Many labels, artists and managers tell us that


airplay on XM has increased sales of their recorded music, attesting to the value of XM. As one


example, in October 2004, country star George Strait was about to release a greatest hits CD.


XM created a program that interviewed him about his recordings, played all of his previous hits


and premiered his new single. The program aired in 2005, just before the CD came out. George


Strait’s Label Head of Promotion told us that he had his single biggest one day sales ever when


the new CD was released. Exhibit 22 includes emails from labels, artists and managers


describing the promotional impact of XM.


74. To create some special programs, XM receives a waiver from the recording


labels. As I understand it, XM’s license to perform sound recordings ordinarily limits how many


songs from an individual artist or album may be played consecutively or during a certain period


of time. Many labels willingly give us these waivers for particular artists. Some labels, such as


Rhino Records (which has rights to many classic rock and soul recordings from the 1960’s and


1970’s from the Warner, Elektra and Atlantic Records catalog), have given blanket waivers for


all artists for a period of time. One label, Concord Records, has given XM a permanent waiver
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for its artists. These waivers make possible programs like "Liner Notes," in which a musical


artist walks listeners through a one of their new albums.


75. One of the simplest ways that XM helps promote sales of music and artist


awareness is also one of the most important. Obviously, people can’t buy music or learn about


new artists without knowing what it’s called and who’s singing and playing. The screen on


every XM radio displays the name of the artist and the title of the song that the subscriber hears.


This is information that XM has to enter into its database, and transmit separately to the


receivers. Terrestrial radio stations rarely give this information to their listeners, but we


consistently have made this additional information easily available to our subscribers.


76. XM also has helped to create and release CDs of old and new music. Concord


Records has collaborated with XM to create CD compilations. The first of these, "Blistering


Licks," was released in June 2006, and features giants of jazz such as John Coltrane, Miles


Davis, Wes Montgomery and Art Tatum. In the fall of 2006, Starbucks began selling the first of


a series of music compilations on CD with some of the best XM Artist Confidential


performances. XM has also commercially released a Watercolors smooth jazz CD, and plans to


release a blues CD soon.


77. XM’s promotional power is especially important for new artists, who appreciate


the airptay and support we give them. It has become increasingly difficult for many musicians to


get airplay on terrestrial commercial and college radio stations. Billy Zero, program director of


XMU, receives hundreds of packages every week from musical artists and groups at various


stages in their careers. He listens to each one personally, and has the freedom to choose which


ones to air. Because of his taste and dedication, XM has given substantial early play to bands


who went on to broader commercial success, and our track record has given XM greater
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credibility with record labels. We support new music from artists like The Cardigans, who were


popular years ago, but recently have had less access to airplay. Unsigned bands who have gotten


record deals within a year of exposure on XM include Morningwood (recently featured on David


Letterman’s show), Stellastarr, Antigone Rising and Grammy award-winning rapper Rhymefest.


Jennifer Nettles of the band Sugarland is one of XM’s country music success stories. Within a


year of exposure on XM, she had a record deal. Her duet with Bon Jovi has gone to the top of


the Billboard Hot Country Songs chart. XM also participated in Bon Jovi’s "Have A Nice Gig’"


challenge, where unsigned bands nationwide submitted their best single to XM Satellite Radio


for the chance to be Bon Jovi’s opening act. The band selected to open for Bon Jovi at the


Meadowlands soon after was signed by a record label.


78.    Last year, XM instituted the "XM Nation Awards." XM listeners are invited to


vote online in a number of categories concerning the music and sports programming they hear on


XM. Exhibit 23 consists ofemail from listeners who told us their music purchasing habits were


influenced by XM.


79.    For several years, certain XM channels have reported their playlist information to


trade press, such as Billboard Magazine. Recently, thirteen XM channels began reporting their


airplay statistics to Radio and Records ("R&R"), a leading industry publication that compiles


national airplay charts. The XM channels which report to Billboard and/or R&R are 20 on 20,


Flight 26, The Blend, Ethel, Squizz, Highway 16, The City, The Heat, Suite 62, Watercolors,


BPM, The Message, and XM Car& Because of the influence of XM on these charts, it is


difficult for a song to hit Number One on those charts in the United States without support from


XM. These industry publications recognize the promotional power of XM, and confirm XM’s


status as an important promotional vehicle for musicians and record labels. By influencing
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which songs make the industry charts, XM also helps generate airplay for those songs on


terrestrial radio stations, which further promotes sales of music downloads and CDs.


Differences bet~veen XM and Other Types of Radio Services


80. There are many key differences between programming on XM and commercial


terrestrial radio. As discussed above, XM provides subscribers with a wide variety of high-


quality content with high production values. XM has more channels than the number of radio


stations in a typical geographic market. XM carries more news, sports and talk programming


than the typical radio market. XM’s music channels are programmed by experts in their field


based on the qualities of the music rather than the Billboard charts, and DJ’d by on-air


personalities with decades of broadcast experience. Most are commercial-free. XM carries


traffic and weather information for 21 markets that is instantly available on every XM car radio,


and includes extended reports rather than just a brief "headline." XM has an emergency alert


channel that, because they are sent by satellite, can provide critical information to subscribers


even when weather knocks out local broadcasting, as we did during the massive hurricane season


of 2005. XM programs channels in music formats that are rarely available in most markets.


Even local broadcast stations having the same music format as a particular XM channel generally


do not play the same depth and breadth of music. XM features more special programming than


broadcast radio. As AM/FM stations continue to remove DJs from their programming line-up,


XM keeps informed on-air talent who share their music expertise with the audience. Whereas


AM/FM radio stations rarely back-announce the songs they play, XM transmits data that


identifies the artist and song title for tracks played on XM channels. Simply stated, we offer the


variety of content that subscribers want, and much more of it.
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81.    XM also differs from internet deliver5; of programming. My experience is that


webcast services don’t provide the same experience of a guided "musical journey" like XM does,


and clearly they do not commit the people, technology resources, and budget that we do. For


example, many of these services play songs, without logic or segue transitions between songs


like a jukebox or an iPod Shuffle. The services also do not have a staff of experienced and


knowledgeable on-air personalities, of the size and breadth of XM’s, who can entertain, stimulate


and inform the listener. These services do not feature the many types of special programming


created by XM exclusively for our listeners. When they do provide special original


programming to listeners, the content is generally offered on an interactive basis rather than as


part of an overall program schedule or strategy. At present, internet webcasts also lack the


mobility and portability of XM and therefore are not programmed to take into account


automotive and portable device listening trends as we do.


82.    While there are many other forms of audio entertainments available to consumers,


XM provides a compelling offering that combines sports, talk and music content to create an


"XM Experience" that consumers are willing to pay for on a monthly basis. On a daily basis,


XM’s dedicated programming staff uses its expertise to provide XM subscribers a service that


provokes, surprises, educates, and informs them about music and the world.
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Certification


I declare under penalty of perjury that the foregoing is true and Correct.


Dated: Washington, DC
October 30, 2006


Executive Vice President of Programming,
XM Satellite Radio Inc.
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DECADES


Channel # Show Description


6


Show Title


IT- The History of Pop
Music


40s


60s


70s


9 90s


Country legend and Hall o{Famer Bill Anderson looks
back at definitive moments in country music history.
Inside stories from Brenda Lee, Eddy Arnold, Willie
Nelson, Dolly Parton, Merle Haggard, and Porter
Wagoner.


Exclusive XM Channel.


D-Day Invasion Re-creation of the radio coverage of the
day, V-E Day and V-J Day.


Harmony Square An hour of barbershop music.
Includes full-fledged newscast for the month & day
focused on a year somewhere between 1936 and 1950.


Harlem R&B and Early Soul.


The Strip_ The Las Vegas Rat Pack Era.


.Pink & Black Days Memphis Blues Scene.


Wolfman Jack 1 lpm - i2mid M-F.


Sweet 16 Music Machine The 16 songs from this week
for a year from 1960 - 1969. 3 times per day M-F.


Sonic Sound Salutes Highlights a great Top-40 radio
station from back in the 60s.


Americ--~ Top 40 w/Casey Kasem The original shows
without the commercials. Wed. night and 12.noon
Saturday.


Citizen’s Band Listener channel takeover with a list of
their favorite songs and shout outs.


The Ultimate 8.0s Pers-on~! Play]ist Listeners choose what
gets played for an hour each weekday morning at 9am
Eastern.


Channel Takeovers Major 80s artists like Eddie Money,
Mike Reno of Loverboy, and Asia come in and take over
XM 80s on 8 and play and say what they want.


American Top 40 w/Casey Kasem The original shows
without the commercials. Thurs. night and 12 noon
Sunday.


Exclusive XM Channel.
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COUNTRY


Channel # Show Description


I0


10


12


12


13, I0


13


14


14


Show Title


Bill Anderson Visits
with the Legends


Ranger Doug’s
"’Classic Cowboy


Corral"


The X in Texas


Country legend and Hall of Famer Bill Anderson looks
back at definitive moments in country music history.
Inside stories from Brenda Lee, Eddy Arnold, Willie


, Dolly Patton, Merle Haggard, and Porter
Wagoner.


This one-hour, weekly program is hosted by Riders In
The Sky’s very own Ranger Doug and features all the
great singing cowboys of the silver screen.


The first and third weeks of each month, hear the
Armadillo Radio Hour from Threadgill’s World HQs in
Austin.


The second and fourth weeks of each month, it’s Jack
Ingram’s Real American Music Hour! X Country XM
Channel 12.


Smoke Stack


Highway 16 Driver’s
Ed


Willie Nelson’s
"’ Western Express’"


The Southern Boogie Show hosted by the band
Blackfoot. Four hours of new and old Southern Rock and
Rockin’ Country from legends like Lynyrd Skynyrd, The
Allman Brothers, and the Charlie Daniels Band.


Get to know the Rookie Drivers on Highway 16 as we
introduce you to the new talent coming out of Music City
and put them to the ultimate test - a live performance!


Willie Nelson is the proprietor of Willie’s Place, a place
where the honky tonk never closes. There’s a cast of
characters and the sounds of traditional country from the
50s and 60s.


The "Studio Special"
Series


Grassroots


Ride the train that brings you exclusive, live
performances from XM’s Nashville studio each week.
This is where you really get to know the people who
make the music, as they share their lives and careers with
XM’s Kyle Cantrell and share their music with you.


It’s two hours of the history of bluegrass, told through the
music of the legends: Bill Monroe, Flatt & Scruggs, the
Stanley Brothers, Reno & Smiley, the Country
Gentlemen, Jim & Jesse, the Seldom Scene... they’re all
here, every week on Bluegrass Junction XM Channel 14.







15 The Village i So_~Q~s to.Hang from Stars Folk music has been on a long
! journey over the years. The Village lives the entire
i history of folk music, but do you want to know what’s
t new? Mary Sue Twohy is an award-winning folk
: singer/songwriter, and every week explores
: contemporary folk music on the Village.


i Christine Lavin Show Christine Lavin is a New York
! City-based singer/songwriter who founded the Four
’; Bitchin’ Babes - she is very popular across the United
: States and has a one-of-a-kind sense of humor.
i John McEuen’s Acoustic Traveler The founder of the
¯ Nitty Gritty Dirt Band guides us through the cross-
" pollination between acoustic folk and pop music. Armed
with his trusty guitar, John shares behind-the-scenes


’ stories from his tours and brings a breadth of music
¯ history knowledge to his show from his recording studio
. in California.







Poe & HITS


Channel # Show Title Show Description


27 The Big Score A movie score aficionado’s paradise. Two hours of
some of the best score music ever recorded for celluloid.
From classic composers such as Max Steiner and
Bernard Herrmann to modem day composers such as
John Williams, Thomas Newman and Danny Elfman.


27 PopFlix A look into the world of movies, presented in Cinemagic
Segment form (clips and music), via the source/pop
music that is featured in each ’film. From Ferris Bueller’s
Day Off to Saturday Night Fever, PopFlix is your
soundtrack to the movies.


27 Reel Time


27 Hi-Fi/Sci-Fi


An hour long interview show that looks at the world of
movies from those that make them. From composers
such as Howard Shore and Mark Isham, to directors such
as Ridley Scott and Spike Lee, we talk to the people that
influence the industry.


Enter the world ofHi-Fi/Sci-Fi... Cinemagic’s look into
the world of horror and science fiction movies by
featuring clips and music from specific movies as well as
updating what is going on in the world of horror and
science fiction films.


28 Talkback


28 Downstage Center


For the first time from a Broadway theater, following a
performance of a show, the stars and creative team of the
show answer questions from the audience and XM-28 On
Broadway host John von Soosten and Roundabout
Theatre Company’s education dramaturge Ted Sod. And
you get to eavesdrop on the conversation.


Downstage Center is a weekly theatrical interview show,
featuring the top artists working in theatre both on and
Off-Broadway and around the country and abroad. X]VI-
28 On Broadway host John yon Soosten and Howard
Sherman, Executive Director of the American Theatre
Wing, have welcomed guests including actors Angela
Lansbury, Bernadette Peters, Matthew Broderick, Joel
Grey, Brian Stokes Mitchell, Sutton Foster, Audra
McDonald, John Lithgow; composers and/or lyricists
Jerry Herman, Charles Strouse, Tom Jones; directors
Susan Stroman, Kathleen Marshall, Des McAnuff, Doug
Hughes; and playwrights A.R. Gumey, Paula Vogel and
Alan Ayckboum.







28


28


On the Aisle Host Bill Rudman combines succinct commentary,
historical information and showtunes in a lively hour on
a different theme each week.


John’s Understudy When XM-28 On Broadway host John yon Soosten takes
a day off, his "understudy" fills in. Past understudies


¯ have included Broadway stars Sutton Foster, Patrick
Cassidy, Victoria Clark, Matthew Morrison and Maureen
McGovem.







CHRISTIAN


Channel # Show Title Show Description


33 Ole School
(Gospel Classics)


33 Spirit Weekends


This one hour show takes the fans back down memory
lane. Songs from legends like Sam Cooke and The Soul
Stirrers, Mahalia Jackson, Aretha Franklin, and Rev.
James Cleveland. This is a request show where listeners
can call in or email their favorites.


: On The Spirit our weekends begin Thursday and
¯ continue through Sunday and every weekend is special.
Here is a sample of the weekends:


¯ 70’s Weekend--music fi’om the 70’s with artists
like Shirley Caesar, Walter Hawkins, Edwin
Hawkins, etc.


¯ 80’s Weekend--music from the 80’s with artists
like The Winans, Commissioned, Albertina
Walker, etc.


¯ 90"s Weekend--music from the 90’s with artists
like Rev. James Cleveland, Kirk Franklin,
Yolanda Adams, etc.


¯ Sisters in The Spirit Weekend--spotlights the
divas in Gospel--Shirley Caesar, Yolanda
Adams, Albertina Walker, etc.
Gentlemen Of Soul Weekend--highlighting the
brothers in Gospel like Daryl Coley, John P. Kee,
Kirk Franklin, etc.


¯ Classic Gospel Weekend--Songs our fans
haven’t heard in years.


¯ Spoken Word Weekend--Preaching, Teaching, &
Testimonies--The Word in Song.


¯ The Singing Preachers Weekend--Huge artists
from the Pulpit like Bishop T.D. Jakes, Bishop
Paul Morton, etc.


¯ Travelin’ Weekend--The Spirit goes from
Chicago Mass to Mississippi Mass to Georgia
Mass and all stops in between.







Channel #


4O


41


43


43


ROCK


Show Title Show Description


.... f)~ Trac~


The Rock of Jericho


Regular Shows


SpecialFeatures


The King Biscuit Flower Hour These are the original
shows that ran on Album Rock stations all over the
country during the 70s and 80s...some of the greatest
rock and roll bands captured live.


Theme Time Radio Hour With music hand-selected from
his personal collection, Bob Dylan takes you to places
only he can. Listen as Bob Dylan weaves his own brand
of radio with special themes, listener emails and a little
help from his friends.


WWE Superstar & Fozzy lead singer Chris Jericho is a
walking hard rock encyclopedia. He plays 2 hours of his
favorite songs each Sunday.


Absolute Zero featuring Billy Zero Monday through
Saturday mornings beginning at 5am west, 8am east.


The After School Special with Tobi Monday through
Friday afternoons beginning 1 pm west, 4pm east.


The Radar Report The most notable unsigned and indie
music is on XM1J every Thursday, 6pm west, 9pm east.







43 One-Off Specials I. XMU will be going to CMJ Music Marathon on
November 1 st, broadcasting live from our New York
studios.


2. XMU will be recording another Live From The
Knitting Factory set on the Monday following CMJ in
New York.


3. XMU will re-cast the ACL music festival in
November.


4. XMU wilt be an anchor channel for the movie Before
The Music Dies and will handle much of the work to get
this plugged-in across the network.


5. XMU will have "XM Mew Day" on November 11th.
The band Mew will take over the channel with their
music, including a live set and acoustic set recorded at
XM and a Campus Revolt.


6. The Blue Man Group Scattercast will be November
14th for our 5 year anniversary. We will be playing some
of the best live performances we’ve collected since the
beginning.


7. In December we will launch the first Student
Exchange program special.


12 hours, 12 different people XM and outside XM that
will host an hour of songs they pick, and each person will
get one hour. The goal is to do one per semester, maybe
more.







44


45


Weekly Features


Specialty Features


Tuesdays @ 4am, 12noon, 1 lpm ET


Tsunami


Lambert goes into Fred’s archives for an hour of New
Wave sounds from the 70s and 80s. Artists include The
Soft Boys, Psychedelic Furs, The Go-Betweens, O.M.D.,
The Nerves, Haircut 100, The Cars, The Only Ones, and
the English Beat. Tuesdays @ 4am, 12noon, I lpm ET


Surface Noise


Bill Kates hosting an hour going deep into the archives
of Fred’s music collection, often including an eclectic


¯ mix of artist interviews, performances and insane
takeovers of Fred’s studios. Past visitors include David
Byme, Gary Numan, Erasure, The Alarm, and World
Party. Wednesdays @ 4am, 12noon, 1 lpm ET


One Revolution (Around The Sun)


Bachmann takes you on a one-hour flashback, featuring
the music, news and events of a featured year in Fred’s
era each week. Thursdays @ 4am, 12noon, I lpm ET


These can vary year to year, except for one, major, on-
going feature on Fred that tends to be Fred’s most
popular:


The Fred Essentials


The massive countdown of 2,044 of Fred’s most essential
songs each year. This year was "Version 6."


First Run: Leading up to Memorial Day


Second Run: Leading up to Labor Day


Final Run: Between Christmas and New Years Day


Some of the Special Features on Fred thus far in 2006
include:


XM Cafd Live


¯ Fred’s 44 Artist Boxset
¯ Ten Revolutions Around The Sun
¯ Club Retro Summer Party


Your chance to enjoy XM Cafe artists in a concert
setting! You’re in the front row for the XM Caf6’s
biggest names including Dave Matthews Band, Tori
Amos, The Police, Sheryl Crow, Sting, Suzarme Vega,
Crowded House and Shawn Colvin. Hosted by Brian
Chamberlain.







45


46


47


47


48


Song Stories with
Graham Nash


Top Tracks


The legendary Graham Nash hosts as some of the
greatest singers and songwriters of all time reveal the
ingenious process behind creating truly classic songs.
Hear the stories behind the songs on SongStories, a half-
hour, bi-weekly show.


Live Tracks Weekend or Holiday feature playing an
hourly set of in concert recordings from Top Tracks
artists. The material featured is from the artists’ live
album releases.


Pandemic


Mix Show


Flannel Hour


Big Uns


Top 46 Albums Weekend or Holiday feature playing
several song sets of Top Tracks most important albums
such as Dark Side of the Moon, Hotel California, Led
Zeppelin IV, etc. in countdown fashion.


Concert Soundcheck XM 46 features an extended set of
a major Top Tracks artist prior to their live concert
appearance in major markets across America. The sets
are programmed approximately 6:30 PM local concert
time. Artist featured: Rolling Stones in Chicago, The
Who in Seattle, Eric Clapton in Washington, D.C., Roger
Waters (-Pink Floyd) in Phoenix, etc.


The New Alternative First! Listen to this weekly show
hosted by music guru and industry insider: Stabwalt. He
digs deep in the scene to find the best new bands before
anyone else has even heard of the!! Listen to cutting
edge new alternative months before the CD has even
been pressed... Pandemic on Ethel.


Rock by day.., but we dance at night! We take out the
turn tables every Saturday night and start spinning
records from our huge library of vinyl. Expect to hear
remixes by The Strokes, Bloc Party, Shiny Toy Guns,
The Rapture, Blur, Gorillaz, as well as music by The
Chemical Brothers, Hot Chip, Fatboy Slim, and many
more[ It’s Ethel’s Alternative Dance Party!


Grunge music (sometimes also referred to as the Seattle
Sound) is a genre of alternative rock inspired by hardcore


¯ punk, heavy metal, and indie rock. Ethel pauses for an
hour once a week to re-live the late 80s/early 90s Seattle
Grunge scene. Expect the unexpected.., we’ll play rare
Nirvana tracks, MXPX, The Gits, The Melvins & many
more! We keep grunge alive.., on Ethel.


The biggest songs of the week on Squizz are featured
each Saturday at 3PM ET/Noon Pacific. An encore is
aired on Sunday at Noon ET/9 AM PT.
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48
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48


48


Nation Penetration


Setzure


Squizz features songs from a brand new CD every hour
on the day of its release.


Bodhi’s Sic 360 &
Grant’s Random


Selection
Squizz lntel


The Largest Krip of
Korn Ever Heard


48 Zombie Hell


A band takes control of Squizz for about an hour, playing
and saying whatever they want.
Both daily features that allow the jocks to pick a song
and let the audience give feedback.


This is recurring segment where Squizz bands give
background, or intelligence, on their music.


Every 4tia of July, Squizz pays tribute to one of our
biggest bands, Korn.


This is an annual Halloween show featuring the music of
Rob Zombie, along with interview clips of Rob Zombie
talking about his music, and various movie projects,
which are mostly horror-based.


48      Sqwazz, The Year That This is an annual look back at the year in Squizz music,
Was          airing at the end of the year.


50 From the Living Room
to The Loft


50 Mixed Bag Radio


50 The Loft Sessions


53 Rancid Radio


Don’t get offthat couch! Direct from New York’s Lower
East Side, it’s an hour-long, bi-weekly show, featuring
performances and interviews with Lofty singer-
songwriters (both familiar and new), all recorded live at
The Living Room... exclusi’cely for The Loft - XM 50.


A 60-minute weekly show featuring radio legend Pete
Fornatale, who interviews the most influential musicians
of our time and showcases live in-studio performances.
Pete’s guests run the musical gamut: rock, folk, jazz, pop,
legends, heritage artists, newcomers.., truly a Mixed
Bag.


Ditch your shoes, grab a bean bag and join us for the Loft
Sessions... where we invite our favorite artists up to the
Loft and ask them to create their ideal intimate musical
session, especially for you. And as always at the Loft, the
music is paramount, so you’ll hear everything flom hit
gems to adventurous covers - even the occasional choice
insight - all at each artist’s discretion. The Loft Sessions.
Meet the artists as they are.


]t’s the show hosted by the guys in Rancid! They’re the
DJ’s, they pick the tunes, they play the tunes, they book
the guests, they interview the guests, they answer the
mail and do everything else for the show. Tons of
unsigned and indic artists. This could be the best hour of
radio you ever hear.
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53


53


53


Hee Haw Hell


Duped


Slam A Lot


Skanorreha


Psychobilly & cowpunk music. Dash Rip Rock,
Reverend Horton Heat, Nekromantix, Tiger Army and
tons more. You also get founders of the genre like Eddie
Cochran and Robert Gordon.


Punk and ska covers. Some of them are great, brilliant
and wonderful. Some of them are not. A glorious
musical ear wreck of cover song sickness.


The magical kingdom of hardeore. Catch bands like
Hatebreed, Sick of It All, Strong Out and dozens of
others!


We play ska throughout the day on Fungus 53 but put it
together in concentrated doses for Skanorreha. Along
with groups like Less Than Jake, Reel Big Fish, Big D &
the Kids Table and Pietasters we throw in old stalwarts
of the genre like The Specials, Selecter and The
Skatalites.


53


53


Kowabunga Uber Alles Fungus style surf music. Hear punk bands doing surf
’ songs mixed with old school surf music by artists like


Dick Dale, Silly Surfers, The Ventures and Link Wray.


Oirsters Two hours of the best Oi! music ever heard by man or
beast. Peter & the Test Tube Babies, UK Subs, Anti
Nowhere League and all the other great Oi! bands of the
ages.


53 Kingdom of Swine A three hour musical excursion to the happy land of
Industrial music. NIN, Revolting Cocks, Ministry,
KMFDM, God Lives Underwater, Machines of Loving
Grace and others are mixed with artists like The
Residents into a cheery audioscape guaranteed to send
you into a downward spiral of mental decay. Don’t listen
after a break up.


53 Complete Control
Radio


Punk legend Joe Sib joins the Fungus 53 lineup with his
weekly, one hour show. He delves into his incredible
punk library and chats up a Who’s Who of music each
week from his home base in Los Angeles. Sunday Night
at 12 Midnight with replays Tuesday 3 PM and Friday 9
AM. All times Eastern.


53 The AP Show Since its debut as a photocopied fanzine, Alternative
Press has become one of the most respected and admired
publications on the planet. AP now presents "Alternative
Press Radio" exclusively on XM’s Fungus 53. Join them
each for a behind the scenes look at all that is new and
true in the world of rock.
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Hop & URBAN


Channel # Show Title Show Description
62 After Hours "The Adult ~ The slow jam show with an erotic edge. Su-Th Midnight


Playground"      east / 9PM west.


62


62 ........


The Ultimate Slow Jam , Extended version of Cayman’s Wednesday afternoon
Tape Extended Play feature. 10PM East.


Music Honors We pay tribute to the accomplishments of R&B singers,
song writers & producers, Recurring lx per month.


62 Dinner and a Show : Live R&B performances from the XM Performance
Theater. Recurring lx per month.


62 Suite Talk Hosted by Cayman Kelly: interviews with some of your
favorite artists.


62


64


64


64


65


65


65


66


66


Release


From Be Bop to Hip
Hop


RNBQ


Artist walks listeners through newly released CD track
by track talking about the songs making CD.
Chronicle of Quincy Jones career 1940’s through
Present. 6 one-hour shows.


The History of Rhythm & Blues as told by Quincy Jones.
6 one-hour shows.


Hot Buttered Soul


Snoop Dogg "Welcome
to Da Chuuch"


The llI Out Show with
Prince Paul


Spitkicker Radio


DTP Presents Open
Mic w/Ludacris


Nightly slow jams from the 70’s and early 80’s.


Every week, step into Snoop’s world, as one of hip-hop
most prolific and outspoken legends opens up the doors
of his "Chuuch", with humor, insight, and the best old
school jams...fa schizzle! Fridays at 11pm EST.


One of the most respected producers in the hip-hop
game, Prince Paul brings his keen sense of old school
shenanigans to the Rhyme, every Monday at 1 lp EST.


Your Spitkicker hosts take you on a musical journey each
week, with the likes of De La Soul, A Tribe Called
Quest, ~nd many more! Saturdays at 6pm EST.


Weekly show of exclusive music fi-om Ludacris, his DTP
artist and others. Funny skits, color commentary, etc.
Hosted by Ludacris, Poon Daddy & Juicy, Saturdays 6 &
I 0PM EST.


ChamHitary Ra&o
w/Chamillionaire


Weekly show spotlighting Chamillionaire’s favorite hip
hop records as well as some exclusive music. Hosted by
Chamillionaire and DJ Ebonix, Fridays 6 & 9PM EST.
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67


67


67


67


67


67


Behind the Beats ¯ Feature spotlighting the artists’ life up close and
¯personal, previewing new music from their upcoming


projects in front of a studio andienee in our Performance
Theatre.


From Scratch


Product and the Power


Celebnick Picnic-
Memorial Day


Weekend


Penthouse Special


City Sessions


What Was Really
Good?


We take you on a journey through the lives of some of
the biggest artists in hip hop and r&b. Infusing the art of
scratching throughout the ride, each artists tells their life
story in their words and music fi’om scratch.


Hosted by DJ Nabs. With one ear to the streets and a
’ foot in the boardroom, join DJ Nabs in The Lab every
: Sunday live from Atlanta. Nabs brings the Product with


all the hottest artists and celeb’s in The City and he’ll
expose you to the Power, the most influential people that
you may not know in the hip hop world. Plus Nabs
welcomes the DefDJ Squad in the Lab each week.


Get inside the City for this annual celebration to kick off
¯ to "Summer in the City." Last year, we barbequed with
the best of the!! Busta Rhymes, T-Pain, Letoya and


: Jagged Edge were just a few that hung out in The City
, Memorial Day Weekend. We’ll take this party to the next


level, as we get ready for the CP2007.


Hang with Lisa aka Sexy Chocolate and some of her
favorite celebs. She’ll serve up their favorite dish as long
as they give up all the dirt! Everyone doesn’t make it up
to the Penthouse, so if Lisa lets them in, you know it’s
serious. Celeb’s that hang in the Penthouse-Mariah
Carey, Jermaine Dupri, Beenie Man, Mary J. Blige, John
Legend and more!


Catch live performances inside The City from some of
the freshest artists in town. Past performances include
Chris Brown, Beenie Man, Floetry, Dwele, 112.


Join The City’s entertainment reporter, TiffSquare,
every Sunday for the weekly download of the biggest
news and gossip that you might have missed during the
week.
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JAZZ & BLUES


Channel # Show Title . Show Description


70 American Jazz


70


70


Ben Sidran On the
Record


In the Swing Seat with
Wynton Marsalis


70 Manteca


70 Maxx Myrick


70 Night Moods


70 Organized


Dick Golden and special guest Tony Bermett open up the
Great American Song Book for two hours of swingin"
classic jazz and vocals


Ben Sidran presents a program of classic interviews with
artists like Miles Davis, Herbie Hancock and Sonny


America’s Jazz Ambassador takes on a journey into the
world of jazz exploring the genius of artists like John
Coltrane, Louis Armstrong, Duke Etlington and
Thelonious Monk. We learn how to identify artists by
their playing styles, we learn the connection between jazz
and other art forms and we hear from people are playing
and make new music when artists stop by the studio to
play and discuss their music.


3 hours of sizzling Latin Jazz with artists like Dizzy
Gillespie, Tito Puente, Eddie Palmieri, Cal Tjader,
Paquito D’Rivera, Chncho Valdes and Moacir Santos


Live from the XM studios at Jazz at Lincoln Center’s
House of Swing in New York City


Based on the feeling of artist, composer and genius
Thelonious Monks classic ’Round Midnight. Night
Moods is 4 hours of elegant, sensual and romantic jazz
music for whatever "mood" you’re in.


One hour of cooking Hammond B3 music with artists
like Jimmy Smith, Jack McDuff, Shirley Scott, Joey
DeFrancesco, Dr. Lonnie Smith.


70 Real Jazz Live Live concerts from Jazz At Lincoln Center’s "House Of
Swing," Dizzy’s Club Coca Cola and classic concerts
recorded live.


70 Swing Street Three hours of swingin’ music featuring big bands and
orchestras from yesterday and today


70 The French Quarter A rollicking journey through the soul of New Orleans
with three hours oftraditiona! New Orleans jazz music.
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72


72


72


The Gallery


Eraail Reply Hour


flIt’s Friday, This
Must Be Fusion


i Lily is your curator for The Gallery. She swings the
i doors wide open for an audio exhibit of our favorite new
’ C-Jazz songs on Watercolors for the week. The exhibits
¯ are subject to change - or not change - as determined by


the Watercolors staff. Music and art lovers converge
: weekly for this tasteful and timely aural presentation.


’ Every Sunday it’s the EMAIL REPLY HOUR from 6-7
PM ET (3-4 PM PT), Russ Davis spends an hour
responding to email messages by playing requested


, songs, answering listener questions and reading listener
comments that have been emailed to him at


¯ beyondj azz@xmradio.com.
: It’s a Beyond Jazz exclusive feature that focuses on the
, moment in jazz history when the music became electric
~ and all the musical influences of the world blended with
jazz to create the Fusion Era. Beginning at 7AM ET and
nmning each hour until Midnight ET you’ll hear a classic
fusion nugget and get the stories behind this
controversial idiom. Some say Fusion ruined jazz, others
say it saved the music. Listen and make up your own
mind. If It’s Friday, This Must Be Fusion on XM 72,
Beyond Jazz.


Jammin Jazz Jazz For The New Generation. Hosted by Miehelle
Sammartino. What’s it all about? Well here’s how
Michelle describes what you’ll hear on the show:
Anything with that "jam-band"jazz, acid jazz, brass
band, swamp boogie, funk influenced, booty-movin’ feel
that ya just can’t hear anywhere else. You’ll hear bands
that range from New Orleans’ Bonerama, Johnny Sketch
and the Dirty Notes, Galactic, and Robert Walter, to
NY’s Medeski Martin & Wood, Garage A Trois, Charlie
Hunter, The Benevento-Russo Duo, Antibalas, New
England’s Jazz Mandolin Project, Soulive, San
Francisco’s Will Bernard, Garaj MahaI, Bill Frisell,
Lormie Smith, the UK’s Up Bustle and Out, Brand New
Heavies, Courtney Pine and more!
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72 Live @ BJ’s


72 Words & Music


Every Wednesday night at 8 PM Pacific/11 PM Eastern
and Sunday night at 5 PM Pacific/8 PM Eastern, spend
an hour in the world’s only imaginary modem jazz club,
BJ’s, for rare live performances by the biggest stars of
Modem Jazz. You’ll hear music you can’t hear anywhere
but on XM, recorded live at our Performance Studio One,
from the legendary BBC archives, and rare performances
recorded in clubs and concert halls around the world.
Plus you’ll meet the characters that inhabit BJ’s and
probably become a regular yourself.


Conversations with the most influential artists in modem
jazz including Chick Corea, Herbie Hancock, Pat
Metheny, John Scofield, Bobby McFerrin and Diarme
Reeves.


72 Monday with the
Masters


72 Premier Sunday


73


74


On Mondays we present the special feature... Monday
With The Masters on Beyond Jazz featuring an hour of
the classic music by one of the masters of modem jazz.
It’s the music of the artist interspersed with some of their
own words as they tell the stories that shed light on their
legendary career. Listen Monday at Noon ET/9AM PT,
with a reply Monday night at 11PM ET/8PM PT.


On Sunday evenings we present the last of our Sunday
Specials by playing cuts from the newest releases of the
week on a special feature we call Premier Sunday on
Beyond Jazz. Cuts from the new releases begin the hour,
each hour from 9 PM to Midnight. Beyond Jazz listeners
want the new music and we give it to them on Premier
Sunday.


Jonathan Schwartz on Jonathan Schwartz, "the Dean of American Pop
XM          Standards," brings to XM his encyclopedic knowledge


and 30 years of experience as an anchor personality.


Friday Jook Jomt For the first time ever a nationwide all request blues
show. You say it and we play it for four solid hours. But
make sure the request is a blue one.


Song Cycle Each week, we pick one song and play as many different
versions as we can find of that song that have something
to do with the blues!


Stone Blue Aaron Lee moves to the outskirts of Bluesville to spin
Rockin’ Blues. These ain’t your mother’s blues. These
tunes are loud, rocking and in your face. Dave Hole,
Gary Moore, Tab Benoit, Tinsley Ellis and Walter Trout
are all regulars in Stone Blue. Not for the faint-hearted.
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74


74


The Front Porch


Rack of Blues


If acoustic blues is your cup of tea then "The Front
Porch" is for you! XM 74 plays an hour of all non-
electric blues including the forefathers and foremothers,
as well as the contemporary players


A countdown of our weekly "Picks to Click." The newest
blues platters from number 15 to number 1, in order and
uninterrupted.
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Channel # Show Title
81 BPM


DANCE


Show Description
Hop aboard the BPM party plane as the resident BPM
DJs help you dance across America. Every week, we
touch down in a different city from New York to San
Francisco. Just remember, there are no rules on Air 81.


Junior’s World with BPM resident DJ Junior Vasquez
Join legendary new York DJ Junior Vasquez as he takes
you on a trip around-the world of dance music. Junior’s
World - - only on XM81 BPM. Saturday nights llp
east, 8 west.


Matt Darey presents nocturnal. Saturday nights 8p east, 5
west. Join international superstar DJ Matt Darey from
London England as he takes you on a journey into the
future.


Louie Vega


Carl Cox


John Digweed


Grammy award winner in 2006. New York legend packs
them in at his weekly residency Roots. Live recording,
crowd cheers. Plays to house loving crowds worldwide.
Aside from his production work, Vega dedicates two-
thirds of every year to a rigorous DJ schedule, which
finds him playing to thousands of people around the
globe, in clubs from Mykonos to Johannesburg.


So much has been said about one of the greatest DJs in
the world. Carl Cox has excelled as a producer, artist,
remixer, radio D J, businessman, and ambassador for
dance music. In the UK he is a Nil-blown ’Pop Star.’ As
anyone who has met him will attest, Carl Cox is the
living embodiment of the perfect gentlemen, the DJ
diplomat and progressive music pioneer. Launching late
Oct., Fridays 9:00pm ET


While lesser DJs bow to the whims ofclubland fad and
fashion, Digweed continues to stand as a reliable,
steadfast pillar of dance floor excellence. His resume of
accomplishments makes his prot~g6s swoon and his
contemporaries nervous. He was the first U.K. DJ (with
Sasha) to hold a club residency in the U.S. He’s
consistently voted one of the top 10 international DJs in
prestigious club culture publications such as DJ
Magazine and Muzik.
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Pete Tong Britain’s best-loved dance D3. He doesn’t need an award
to prove his popularity and he won’t act cool to keep his
credibility. The host of Radio l’s ground-breaking
Essential Mix show for a staggering eight years, he
works within the mainstream, but is respected by the
underground. "The Essential Mix" is now the most
listened to radio show on the intemet attracting a global
audience of over 12 million.
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Channel #


90


92


LATIN


Show Title


Reggaeton Channel


Show Description


Exclusive Regional
Mexican Mustc


Channel


This channel can only be found on XM. The only place
you will hear Daddy Yankee, Ivy Queen, Tego Claderon,
Luny Tunes, Aventura, Hector E1 Father. Discover all the
new Reggaeton songs first on XM.


Ramon Ayala, Los Tigres Del Norte, Vicente Fernandez,
: Jenni Rivera, and all of the regional Mexican artists
¯ exclusively on XM.


94 Caliente)614 94 . Salsa, Salsa, Salsa with a splash of Merengue and
. Bachata too! Today’s Salsa to the best classic Salsa.
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WORLD


Channel # Show Title Show Description


101 Jamaica Talkin’ Reports directly from the Island, Dennis Howard brings
you the complete info on what’s hot this minute in the
Jamaican music scene.


101 Dubwise


101


Every night your Joint host and Reggae scholar Dermot
Hussey delves into the history of one ofreggae’s most
popular styles. Dub music is still enormously popular,
remixing classic Reggae tracks without the lyrics. Get
wise to Dubwise on The Joint.


Dancehall Daze Most of the XM Nation knows the biggest names in
Jamaican Dancehall music -Sean Paul, Beenie Man, etc.
But there’s far more where that came from - get.your
free-style on nightly and get on the floor, inside The
Joint.
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CLASSICAL


Channel # Show Title Show Description


110 Steinway’s Black and ’ A weekly 2-hour journey into the world of piano music -
White Blockbusters hear legendary pianists and up and coming superstars


’ perform the finest piano music ever written.


110 XM in Concert


l 10 Gramophone Editor’s
Choice


112 Opera Stage


112 The Big Ticket


XM brings the majesty of the concert hall directly to you,
- no tickets required. XM is a nationwide home for the
~ likes of American powerhouses: the New York
Philharmonic, the Seattle Symphony Orchestra, and the


~ Detroit Symphony Orchestra; and XM spans the globe
¯ for the finest orchestras in the world, like the Vienna and
Israel Philharmonics. It’s all on XM 110.


’ Want to know what’s new in Classical? Every month
XM Classics’ Martin Goldsmith and Paul Bachmann are
joined by the Editor-in-Chief of Gramophone Magazine,
James Jolly, for an in-depth examination of the best of
the best in new classical CD’s: the "lop Ten "Editor’s


i Choices."


V̄OX 112 presents the best opera performances from
around the world with operas from Covent Garden, the
Vienna State Opera, the Bolshoi, Bologna, Bavaria and
Carnegie Hall in New York - and in the 2006-2007
season for the first time, the entire Ring Cycle of Wagner
recorded live at the 2006 Bayreuth festival. Opera Stage
always features the finest singers of today performing in
the same opera houses that have made Opera what it is
for centuries.


It’s your daily ticket to bring the Opera to wherever your
XM is -’VOX’s Robert Aubry Davis has one of the
largest opera collections in radio history available to the
XM Nation, and features daily performances of operas
that go well beyond "the top 25.’" Even if you’re a long-
time opera fan, you’ll find- sometimes familiar and
sublime, and sometimes brand new to you - something to
love on the Big Ticket.
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112


113


113


Voices of the Night


Pops LP


Far from only being a home of the Opera, VOX also
features the finest variety of Classical Vocal Music
across a wide spectrum. For example, Voices of the
Night features the most beautiful choral singing on XM
every night. VOX also features art songs, lieder,
spirituals.., simply a celebration of the instrument that
is the human voice.


Even though XM Pops specializes in Classical’s Greatest
Hits, sometimes it’s nice to sit back, relax, and enjoy a
complete masterpiece. Enter Pops LP. The Long Play
brings you classical music’s best known works,
presented in their entirety in XM Pops’ signature XM
HD Surround Sound, complete with a brief introduction
by XM’s Paul Bachmarm.


Boundaries The nation’s first show dedicated to what some call
"Classical Crossover" music, XM considers Boundaries
to be more like "Classical with a twist." A twist of
what? You decide - you’ll hear anything from Andrea
Bocelli to II Divo, from Bond to Klazz Bros. and Cuba
Percussion, to Barbra Streisand and Aretha Franklin
singing opera. It’s always interesting, and always
redefines the boundaries of what’s classical.
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XM K~DS


Channel # Show Title Show Description


116 HiJinxlnc Now under new management, HiJinxlnc is open for
business! Weekends on XMKiDS Saturdays from 2-4PM
ET/11AM-1PM PT and Sundays at 5PM ET/2PM IT.


: We manufacture fun at Hi Jinx/no -- where the future is
tomorrow !


116 The XMK Animal Farm Funny thing about Kenny. He was the last to see what
everyone around him knew all along: he was born to do
children’s broadcasting. In college, when he was looking
for sane, respectable work, his roommate sent him to
audition for the clown/co-host role on a children’s TV
show. "You’ll be perfect for this," he said. Kermy got the
job. Still an undergraduate with serious acting
aspirations, Kenny landed a role in a movie for adults
called "Cry-Baby." Coincidence? We don’t think so.
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COMEDY


Channel # Show Title Show Description


151 Stand Up and Sit Down Sit down interviews and stand up routines with today’s
biggest names like Bill Cosby, Robert SchimmeI, Mitch
Hedberg, John Pinette, Brian Regan and many more.


151 New Comic on the . Presenting uninterrupted and uncensored concerts by
Block today’s hot new up and coming comics.


151 Exclusive Concerts ¯ Recorded for XM Comedy only at some of Comedy’s
hottest clubs. Including the DC lmprov, Atlanta’s
Punchline, Rascals clubs and many, many more.


151 Chickenman Chickenman


151 Comedy Pinata


He’s Everywhere! He’s Everywhere!
The caped crusader, winged warrior, and day time shoe
salesman better known as Benton Harbor fights
"EEEVILLL’" in this classic 60s radio series every day
on Laugh USA 151. Join our superhero and his secretary
Miss Hellfinger as they bring justice (and fun for the
whole family) to XM.


A weekly program featuring a different special every
week like world premiers of new standup CDs,
uninterrupted presentations of classic comedy albums
from artists like Bob Newhart and Shelly Berman, and
special salutes like "The Rednecks of Comedy" and
"Laugh USA’s funniest females." Interview specials with
Jim Gaftigan, Brian Regan, Bill Cosby and many more.
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The Airwaves, They Are A-Changin’
Bob Dylan Signs With XM Satellite Radio to Host a Weekly Show


By Paul Farh~
Washington Post S~affWriter
Wednesday, December 14, 2005; A01


Bob Dylan -- singer, songwriter, former counterculture figure and voice of a
generation -- has added another line to his rsum: radio DJ.


The enigmatic ~roubadour has signed on to host a weekly show on XM Satellite
Radio, the D.C.-based pay-radio provider, Dylan will select the music, offer
commentary, interview guests and answer e-mail from listeners during the one-
hour program, which will start in March, XM said yesterday.


Dylau’s hiring is not just a coup for XM, which is in a fierce battle for new
subscribers with Sirius Satellite Radio, but also another score for satellite radio over conventional broadcasting.


XM and Sirius have been wooing b~g names and making high-priced sports deals to differentiate their offerings from terrestrial radio,
and fiom each other. Sinus is counting on shock.lock Howard Stem, who will move to the service Jan. 9, to help it close the subscriber
gap w~th XM, which boasts more than 5 million customers to Sirius’s 2 million.


XM’s chief programmer, Lee Abrams, said his company talked with Dylan’s management for about two years about the Grammy-
w~rming artist becoming a host. XM declined to say what Dylan would be paid for the multiyear agreement. Howard Stern signed a $500
million, five-year contract with Sirius.


Abrams said that Dylan was attracted by the promise of a national audience, a commercial-free program and "total creative freedom" to
air whatever he likes. Dylan also will broadcast from wherever he wants.


"This will be a peek reside the mind of one of the most important songwriters and poets of the 20th century," Abrams said. "He’s a
mystery to most people,"


Once an almost reclusive.figure, Dylan, 64, lately has attained about as much exposure as an Olsen twin. This year he gave his first TV
mterview in 19 years on "60 Minutes," and was the subject of a Martin Scorsese-directed documentary series on PBS in September, His
memoir "Chronicles, Vol. I" spent 19 weeks on the New York Times bestseller list last year.


He also appeared m, and provided the musical sound~ack for, a Victoria’s Secret TV commercial last year. The women’s undergarment
chain, in turn, sold one of his promo CDs, "Lovesick," in ~ts stores.


For Dylan, the XM deal m~ght represent a way to reach younger music fans and stay "relevant" with those who have followed him for
decades, sa~d Tom Taylor, editor of the industry newsletter Inside Radio. "Great artists want to stay in front of their fans and want to be
d~scovered by new generatmns," he said. "They don’t need the money or the other things, but they do want to keep their hand in and stay
current."


Dylan, who performs as many as 100 dates a year, is easily the biggest musical name to host his own radio program. Steve Van Zandt, of
Bruce Springsteen’s E Street Band, hosts a weekly two-hour show, "Little Steven’s Underground Garage," that’s syndicated to stations
across the country (including WARW-FM locally). And XM previously signed programming deals with Tom Petty, Snoop Dogg and
Quincy Jones.


Tay!or said Dylan has a loyal following but has "never been a huge seller. He’s a tastemaker, someone other artists watch." As such, his
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hiring "is a niche for XM. It’s prestige."


Taylor added: "It’s for the older baby-boomer subscriber. A lot of the early adopters [of satellite radio] are baby boomers. This will put
an additional name on the marquee. It’s an additional reason to subscribe."


XM and Sirius essentially are battling for the same pool of potential customers -- those who like radio enough to pay about $13 per
month and, in many cases, buy a new radio (for about $50) for scores of channels, which are mostly music and mostly commercial-free.
Although XM and Sinus have been growing - each expects to add hundreds of thousands of subscribers this holiday season - both have
recorded heavy start-up losses. Neither has made a profit since the companies first sold their stock to the public in 1994 and 1999,
respectively.


Taylor compares the s~g~ings of such big-r~me talent as Stem and Dylan to the rivalry between the old American Football League ~d
the NFL, which fought each other for the best players in the 1960s. The signings make for great publicity, he said, but in the long run,
that might not be enough to sustain both.


"Just like in football," he said, "at some point, do you have a merger and have one satellite service instead of two? Some people think
that’s eventually what’s going to happen."


© 2005 The Washington Post Company
AdsbyGoogle .............................. __:__ ." ...... "~. _’ _’_ ._ "_ .....’__~’~,
Profe.ssion~al.s in t~hp__Ci_ly_
Weekly So~al Events; Over I00,000 DC Members; Free Membership
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Pnnter Friendly Version - XM serves up<BR>a Bobathon


New York Daily News - http://www.nydailynews.com
XM serves up
a Bobathon
By DAVID HINCKLEY
DALLY NEWS STAFF WRITER
Monday, October 9th, 2006


It’s still unclear where satellite radio will finally find its foothold in the avalanche of music and audio
programming available these days.


But both XM and Sirius offer some superb programs that won’t be heard anywhere on terrestrial radio,
and XM will wisely spotlight one of those Wednesday.


To mark the 24th episode of Bob Dylan’s "Theme Time Radio Hour," XM will mn all 24 shows
consecutively from midnight to midnight on Ch. 15.


The 24th episode, with the theme of "Time," will also be heard in its regular 10 a.m. Wednesday debut
spot on Ch. 40.


"Theme Time Radio Hour" conjures the kind of radio shows Dylan has said he listened to while he
was growing up in northern Minnesota - strange and wonderful music from distant places, painting
vivid scenes of unexplored worlds.


Dylan talks between records, offering anecdotes about the songs and characters like Andre
Williams, Howlin’ Wolf and the Louvin Brothers who sang them.


The show has a lot of humor, mostly served dry and never at the expense of the music. It’s clearly not
a joke to Dylan, for instance, that a statue of Western swing pioneer Bob Wills was vandalized.


The music, it’s true, may not be for everyone. While Dylan spins a few hits like Van Morrison’s
"Brown-Eyed Girl," he mostly throws curvebal~s and changeups.


He plays the unexpected because that’s the territory he’s always roamed - but also because he’s
challenging the listener.


You may not have heard of The Rev. J.M. Gates or Chadie Patton or Wynonie Harris or even Hank
Snow and the Flamingos, he’s saying, but you should have. The fact so few other hosts on on the.
radio are playing these foundation artists of American music is precisely the raason he does.


Depending on the theme, the music runs toward vintage blues, R&B and country, sprinkled with Jack
Teagarden or Prince. So far he’s played no Bob Dylan songs.


His themes have been as narrow as "coffee" or "baseball" and as wide as "drinking," "divorce,"
"dogs," "weather" and "maps," all with flexible borders.
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Pnnter Friendly Version - XM serves Ul~:BR>a Bobathon


His narrative doesn’t give away any of the personal secrets he’s always felt are none of our business,
but they do confirm he’s a big fan of words and the way they sound. He will recite lyrics just to savor
them, or tick off synonyms for "jail."


After almost 50 years as a performer he’s at ease with a microphone. Some of the material is cleady
scripted - papers can at times be heard rustling - but he will also break into an unexpected laugh or
exclaim something like "Holy Moley, that’s good!" after particular favorites.


With Dylan reportedly signed for a year, both his fans and XM, which says "Theme Time Radio Hour"
is one of its most popular shows, hope he will reup.


Whether he does or not, he’s shone a light on a lot of great popular music that Americans have too
often and quite inexplicably over the years tossed aside.


"Theme Time Radio Hour" reminds us how good much of that music remains. Crackling over the
radio, it still opens up whole other worlds.


WFUV ESSENTIALS: To liven up pledge week, WFUV (90.7 FM) today starts to reveal the results of
its listener-voted poll for "90 Essential Albums."


Winners are likely to include the likes of Dylan, Bruce Springsteen, Louis Armstrong and Lucinda
Williams.


The full list will be rolled out on Friday.


R&R AWARDS: Several local stations are winners in the annual Radio & Records magazine awards:


.WRKS (98.7 FM), top urban adult contemporary station.


Wendy Williams of WBLS (107.5 FM), urban AC personality.


Vinny Brown of WBLS, cowinner for urban AC program director.


WLTW (106.7 FM), top adult contemporary station.


Morgan Prue of WLTW, AC music director.


Scott Shannon and Todd Pettengill of WPLJ (95.5 FM), hot adult contemporary personalities.


Tony Masearo of WPLJ, hot AC music director.


Tom Poleman, senior vice president of programming for Clear Channel New York, top programming
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Printer Friendly Version - XM serves up<BR>a Bobathon


executive.


Paul (Cubby) Bryant, now at WKTU (103.5 FM), top-40 music director for his work at WHTZ (100.3
FM).


AROUND THE DIAL: Rob Miller, long-time program director of adult contemporary WALK (97.5 FM)
on the Island, is now also programming WKTU (103.5 FM) .... Former Virginia Gov. Mark Warner
guests tomorrow morning with Sam Greenfield and Armstrong Williams on WWRL (1600 AM) ....
The FCC has slapped a $10,000 fine on two men it says have run a pirate station at 89.7 FM in New
York, Moises and Juan Cabrera .... With the famous Zacherle just having turned 88, radio historian
Herb Hollander of Queens notes it was 40 years ago that Zach hosted the music show "Disc-O-
Teen" on Ch. 47.
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Dylan makes ’Hodern’ magic at the Forum


BY GLENN WHIPP, Staff Writer
U-Entertainment


Article Last Updated:lO/21/2006 02:05:55 AM PDT


Bob Dylan’s Never-Ending Tour touched down in Los Angeles Friday night at the Forum and, judgmg from the
crowd’s reaction, most of the those in attendance had been listening to - and loving - Dylan’s new album,
"Modern Times."


Dylan played four numbers from "Modern Times" in a 16-song set that featured a typical mix of material from
the 1960s and his recent artistic renaissance. Hearing the new songs performed live just weeks after the
album’s release gave the Friday concert a specml significance to long-time fans, many of whom made the
pilgrimage to Bakersfield earlier in the year to see Dylan. (Dylan willperform again tonight at the Long Beach
Arena.)


Dylan recorded "Modem Times" earlier this year with his current touring band, a group that he has played wlth
now since the spring of 2005. Dylan has called the band - which includes bassist Tony Gamier, drummer George
Recde, guitarists Stu Kimball and Denny Freeman and jack-of-all trades Donnie Herron - the best band he has
ever been in, "man for man."


That may strike some as hyperbole, given Dylan’s prior association with the Hawks, but the current lineup made
a pretty sohd case Friday, continuing to evolve and tighten as a blistering performing umt. The difference ~n "It’s
Alright Ma (I’m Only Bleeding) from Bakersfield to Inglewood was pronounced, and the group handled the new
songs w~th considerable finesse. Opening the encore w~th "Thunder On the Mountain" is a stroke ot~ genius,
reinv~gorating the night’s last leg.


Dylan celebrated his 65th birthday in May, butyou’d never know it from the energy radiat,ng off him on stage.
Leadmg the band from the behind the keyboard, Dylan bobbed and weaved, grooved and gyrated, singing with
a power and expressiveness that just continues to deepen with age. His reading of his 1963 anti-war song "3ohn
Brown" managed to be both biting and heartbreaking, a musical companion piece to Clint Eastwood’s just-
released "Flags of Our Fathers."


Both ".1ohn Brown" and "Flags" focus on breaking down war-related mythology. Dylan, however, only continues
to add to his own legend - but here’s the rub. Everything Dylan does these days ~ performing, recording,
writing, working as a DJ on his wonderfully entertaining "Theme T~me Radio Hour" on ×M Rad~.o - is rooted in an
excellence that you can feel with every fiber of your being. No tall tales here. (Well, maybe in Chronicles," but
that was part of the fun.) For Dylan, modern times have never been better.


Glenn Whipp, (818) 7/3-3672 qlenn.whipp@dailynews.co_____~m
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Artist Confidential - Broadcast Schedule to Date


Show Number Artist
1 Bonnie Ra~tt
2 Bob Weir
3 Rush
4 Don Henley
5 Emmy Lou Harris
6 Arif Mardin (Perf. By Raul Midon)
7 Nell Sedaka
8 Bruce Hornsby
9 Ani DiFranco


10 Lenny Kravitz
11 AI Jarreau
12 Wynton Marsalis
13 Lamont Dozier
14 Ph=l Collins
15 Judy Collins
16 Randy Newman
17 Brian Wilson
18 George Winston
19 Robert Plant
20 Coldplay
21 Halt & Oates
22 Willie Nelson
23 Logg=ns & Messma
24 Def Leppard
25 Tori Amos
26 Herbie Hancock
27 Chnt Black
28 Paul McCartney
29 Santana
30 Mannheim Steamroller
31 Cyndi Lauper
32 Rosanne Cash
33 Tracy Chapman
34 Odetta
35 Joan Baez
36 Andrea Bocell~
37 Trey Anastasio
38 Alan Parsons (5 1 Surround)
39 Dawd Gltmour
40 Dixie Chicks
41 Dooble Brothers
42 INXS
43 Pretenders
44 Stephen Stills
45 Pink
46 Gambte & Huff
47 Amy Grant
48 Ludacris
49 Sting
50 Chicago


Original Premiere Air Date
911212004
9/26/2004


10110t2004
10/24/2004
1111412004
11/28/2004
12/12/2004
12/26/2004
1 / 17/2005
2/7/2005


2/14/2005
2/21/2005
2/28/2005


3/7/2005
3121/2005
414/2005


4118/2005
5/9/2005


5/23/2005
6/13/2005
6127/2005
7!11/2005
7125/2005
10/3/2005


10/17/2005
11/7/2005


11/21/2005
11121/2005


12/5/2005
12/19/2005


1/16/2006
1/23/2006


2/6/2006
2/20/2006
3/6/2006


4/17/2006
5/1/2006


5/15/2006
6/5/2006


6119/2006
7/3/2006


7/24/2006
8/7/2006


8114/2006
Aug-06
Aug-06
Aug-06


9115/2006
10/9/2006


Aug-06


XM-LOGAN EX. 10







XM Exclusi~,e Music Series- ,Artist ConfidenlialTM Page I of I 1


X~ Exclusive Music Series:


~ ~t~,~’, -’2o;’~’~id~i~’;ti~i~


Network Live Series:


Artist ConfidentiaP"
Music & Conversahon .. Up Close & Personal


Spothghting one arhst per el)~Sode, XM’s George Taylor Morris s~ts down with mustc’s
most fascinating personahbes for revea!ing and candid one-on-one interviews. This
intimate conversational forum unfolds before an audience of fans and friends m XN’s
Performance Theater


In addition to heanng music leger]ds offer insights into their life, art, and the creative
process, Ilsteneis experience Xl’,l-excluswe muslcat performances that are part of
every episode From Rush sharing an adventurous personal journey to Ned Sedaka
recounting the dawn of rock ’n’ rol~ hrst-hand, many unhearo tales are told.


About the Host
George Taylor Norris Is one of the most pasmonate and experienced music
~nterv~ewers on [he planet w~th vast experience and a deep and personal
understanding of how musicians think. When Arhst ConfldenbatTM was launched,
there was httle doubt that George Taylor Morns s~mply had to be the host. His casual
but stud~ed manner hterally dehnes the show, and his rapport with arbsts +s beyond
reproach as arhsts from Coldptay to McCartney have commented on the positive
experience of XH’s Artist Conhdentol". Whether it’s Wynton IVlarsalis or Def
Leopard, George Ta~/Ior t’lorrls has the kno~ed9e ant~ ~ibe to enoaoe the artists ant1
audience that make Arbst ConfidentialTM a premiere XM presentation.


Honday, October 16 at Noon ET


Thls aLitUn]l] Sting ventures into new n]usICal


territory..and by "new" we mean old music .... The new
album, Songs from the Labyrinth, features the music of
the Ehzabethan songwriter, John Dowland (]563-]626).
Sting Is joined on this recording by acclaimed lutenist
Edm Karamazov, ~n what Sting describes as ’a soundtrack
to Dowland’s life in words and music’. Songs from this
remarkable CD wdt be performed live in a rare
perfoimance at XM’s Arhst Conf~denha{, feaLurt+t9 an
interview w~th XM’s Paul Bachmann and questions from
the fans, from the stunning Allen Room at Jazz at Lmcotn
Center in New York. Plus, you’ll hear some classic songs
like "F~elds of Go!d," "Message ]n A Bottle," & a special
Blues song by Robert Johnson. Another unique
presentahon of the XN Excluswe Music ser~es!


l~lon, Oct 16 at Noon ET & XI’4 Pops - XM 113
9PlVt ET
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XM E×clusive Music Series -- Artist ConfidentialTM Page 2 of 11


Weds, Oct. 18 at 10’30
ET


~hurs, Oct. 19 at 8PM ET


Fn, Oct. 20 at 6PM ET


Sat, Oct 2J at 3PH ET


Sat, Oct. 21 at 6PM ET


Vox - XM 112


Free Tuning - X!’4 76


HEAR Musm - XM 75


Free Tuning - XM 76


XM Pops - XM I13


Sat, Oct. 21 at 10 30PMET Vo×- XM I12


Sun, Oct 22 at 10:30 PM    Xbl Pops - XM 113
ET


Thursday, October 26 at 7PH ET


Arhst Confidential 9oes Hip Hop and it’s insane, XM’s
Kitt~ takes the stage for an hour of intense and crazed
dialogue w~th Ludacris crankm out live songs and
interacting w~th the XM Performance Theatre mob. Th~s
ain’t a normal Artmt Confidential.


Thurs, OcL 26 at 7PM ET RAW - XM 66


Fr~, Oct. 27 at 8AM ET


Sat, Oct. 28 at Noon
6PM ET, & 10Plo ET


10on, Oct. 30 at 11AM I~T


New Albums:


RAW - XM 66


RAW - XM 66


RAW - Xlo 66


Released Aug. 29th


Released Sept 26th


D~sturbing tha Peace


Release Therapy


XM Artist Confidential, Vol. I
XM Arbst Confidenbal, Vol I showcases performances by
top arbsts recorded solely for XM’s or~gmat music series,
Artmt Confldenhal Produced by XH Satelhte Radio
exclusively for Starbucks Hear IVtus~c, XM Artist Confidential,
Vo!. 1 includes hve rend~l~cns of songs by Coldplay, Wilhe
Nelson, Tor~ Amos, Robert Plant and many others.


Past Performances:


Ch}c~© Monday~ October 2 at IOPM ET


They’ve been together for 40 years...and It shows. Xlo’s
Ad~st Conhdent~at, bye [rom the XM Performance theater-
--Chicago. What does 25 or 6 to 4 really mean? They’ll
tell us. and play the song along w~th other songs, new
and old..and stories from the Rock n Roll trenches.
CHICAGO...Art~st Confidential. 40 years of mus~ca!
maglc...ul one hour of radio magic.


ffon, Oct 2 at IOPH ET The Blend - XM 25


7ues, Oct. 3 at 10PM ET 70’s - XM 7


Weds, Oct. 4 at 7PM ET The Blend - XM 2-_3
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A~Q~, G~r~t Monday~ September 25 at 7PM ET


She’s done it all and you will hear about it as Amy Grant
talks and plays for the XM Nation in the latest installment
of Arhst Confidential. Plus, you’ll hear songs from her
new album, Time Agmn...Amy Grant Live, before it hits
stores Wednesday, September 26th. She’s so much more
than Country...or Pop...She°s Amy Grant and she tells ~t
and plays It like ~t ~s on XM’s Artist Confidential.


Mort, Sept. 25 at 7PM ET


Weds, Sept 27 at Noon ET


Frl, Sept 29 at 7PM ET


Sat, Sept. 30 at 3PM ET


Sun, Oct. 1 at llAM ET


The Message - XM 32


The Message - XM 32


The Message - XM 32


The Message - XM 32


[he Blend - XM 2S


Monday, September 4 at i0Pi~l ET


Pink ~nvades the XM Performance Theater with her band
and brash outlook on music, politics and hfe. Never one
to hold back, Pink engages the full house with heartfelt
stones, ~ns~ghts and songs that deliver a rollercoaster ride
of emotion and soul.


Mon, Sept. 4 at tOPM ET XM H~thst - XM 30


Sat, Sept. 9 at 4PM ET XM H~thst I X P] 30


Sun, Sept. 10 at llAM ET XM Hithst - XM 30


Stephen Shlls takes t~me off to bring h~s band into the XM
Performance Theater for a stunping Arhst Conhdenhal
where he tells stories about his long fabled career and
plans for the future. Another SRO crown of fans interacts
w~th Stephen before he launches into another CS&N tour
and New solo album.


The Loft - XM 50 The 70’s - XM 7


Deep Tracks - XM 40 XM Caf# - XM 45


Recorded in an intimate performance at the lrv,ng Plaza
Club m New York City, The Pretenders are as outrageous
and straight shooting as ever. The no B.S. edge
permeates the band and the audience as they rocket
through a hard core set with not. shortage of potent
commentary and straight forward for the audience.


Deep Tracks - XM 40 Fred - XM 44


As eclecbc as ever, in front of a full house in the XM
Performance Theater, listen as the past and future music
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of this pop alternative supergroup perform classic hits
and new music. Armed with a new singer, INXS dehvers a
powerful hour of interactive radio magic.


The 80s - XI~ 8 Flight 26 - 26


Fred - Xi’4 44


The Doobie Brothers Roll through their hits and h~story
with stunning harmomes in front of an electric audience.
Hear an exclusive performance and interview that tells
the 38 year old story of these legendary artists. From the
late 60’s to today, their music continues to be part of a
paM of the American soundtrack.


Top Tracks - XM 46 The 70s - XM 7


The Loft - XM 50 Deep Tracks - XP1 40


The Blend - XM 25


~)~xie Ch{cRs


The Dixie Ch~cks gather m XM’s Studio A ~n Frederick P.
Rose Hall, Home of Jazz at Lmcoln Center for an unedRed
and uncensored hour of d~alogue w~th George Taylor
Morris and 100 fans from around the Country. Performing
acoushcally between the fascinatmg Q&A, Artist
Confidential once again delivers a rare and mtimate peek
behind the curtain of these ~cons of popular Music.


US Country - XM ]7 Highway 16 - XM :16


David Gflmour helps unravel his history, present and
future m an Artig: Conlqdent~al recorded at Sony’s
legendary West Side studios. Accompanied by Phil
Manzanera of Roxy Music fame, David plays selections
from his newest work, as well as, engages m
conversation with fans from around the World who
showed up for th~s remarkable event.


Deep Tracks - XM 40 ~ Fine Tuning - XM 76


XM Caf~ - XPI 45 The Loft - ×H 50


Recorded m bnl~i~nt 5.1 Surround Sound, Alan Parsons
and h~s band perform a series of songs ~n stunnmg
onemat~c sound, as Alan walks us through h~s career with
The Beatles, P~nk Floyd, The Alan Parsons Project and his


¯ current endeavors¯ An audio tour de force w~th a true
master of sound.


The 70s-XH7 Deep Tracks - XW 40
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After over 20 years w~th Phish, Trey Anastas~o tries the
solo life and tells all in th~s installment of Arbst
Confidenbal. Armed with his array of guitars, Trey
performs songs from Phlsh & plays new songs from h~s
solo album. He also tells us about h~s future works, The
audience of fans came from all over the Country to be
one on one w~th this remarkably gifted and honest arbst.


XFI Car# - XN 45 The Loft - XN 50


Deep Tracks - XM 40


The Paul McCartney Artist Confidenbal from XM’s
Performance Theater ~s a defining moment m radio. Paul
talks through h~s caree~ and future with a focus on his
American tour and current release "Chaos and Creation in
the Backyard". Musically, Paul demonstrates songwriting
techniques, performs selections from his current CD, and
even ~nvites members of the audience to join him in a
song. An mcred~bW powe~ul and positive look ~nto the hfe
a~d music of ins t~meless musical and cultural ~con,


The6Os-XM 6
The Loft - XM 50


Deep Tracks - XM 40


The70s-XH 7


Watch the XH Artist Confidential
TV spot featuring Paul McCartne¥ (0"30)


Andrea gocelh is one of the best-known singers in the
world. Internationally, b~s classical and pop albums have
sold over 50 mllhon copies - and most recently, b~ltions
saw him perform during the Closing Ceremomes of the
Olympic Games in forlno, ltaly. His latest CD, Amore,
spent weeks m the top 10 along side Rock, Pop, R&B and
Rap’s biggest stars - an album that features appearances
by Christina Agudera, Stevie Wonder and Kenny G. gocelli
performed Dye from The Allen Room, Home of 3azz at
Lincoln Center.


XM Pops - XM 113


Fine Tomng - XM 76


Vox - XM 112


Hear Mds~c - XM 75


For almost forty years, Carlos Santana has been shaping
musical culture ,with his fluid, ws~onary sound. Now he’s
hve from New York in XM’s Studio A m Frederick P. Rose
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Hall, Home of Jazz at Lincoln Center, engaging XH
hsteners with a stunning performance and intimate
d~alogue on music and hfe.


Deep Tracks - XM 40 The 70s - XM 7


XM Caf~ - XM 4S Hear Music - XM 75


]n an enchanting edition of XM’s Artist Confidential,
folks~nger/act~vist Joan Baez reveals to host George
Taylor Morns where her passmn for peace comes from,
how she p~cks both her causes and her songbook, and her
thoughts about many of her contemporaries, including
Bob Dylan.


The V~Hage - XM IS Deep Tracks - XM 40


The Lo~t - XN SO


Assooate of Dr. Martin Lother King, confJdant to Bob
Dylan, and one of the most important artists of the 20th
Century, Odetta talks candidly about a w~de range of
topics from Spirituals to Folk Music to human rights,
along w~th a powerful performance that defines the audio
magic of XM’s Artist Confidential.


The VHlage - XM 15 Spirit - XM 33


F~ne Tuning - XM 76


Tracy Chapman talks through her with career w~th George
Taylor Morns, performing a w~de range of songs. Armed
w~th her band, Tracy d~scusses every aspect ol~ her hfe as
a musician, from the early days Into the future.


XM Car@ - XM 45 The Loft - XM 50


Hear Music - XM 75


W~th I 1 # 1 Singles and a rmh h~stow that blends country
and pop, Rosanne Cash sits w~th George Taylor Morns
and a full house of fans m the XM Performance Theater to
perform and talk about her life, career and her newest
CD, "Black Cadillac". Rarely does a performer balance a
heritage and a future so effectively m th~s remarkable
ed~bon of Artist Confidential.


The VHlage - XM 15 The Loft - XM 50


America - XM t0
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C.ynd~ Lauper bnnos her uninhibited personality to the XH
performance theater soundstage. She tells all and
performs a wide range of her hits w~th a full band. Rever
short on insights about ever,/~magmable topic, Cyndi is "
funny, engaging and her voice rings as clear as ever m
th~s wild installment of Artist Conhdent~al,
TheaOs~ XM8 The Loft - XM 50


Blend - XM 25


XM’s Artist Conf~denbal" Christmas Edition features an
hour w~th one of the true pioneers m contemporary
music, Ch~p Davis and Mannheim Steamroller, Armed
w~th swlrhng synths and a bevy of unique acoustic
instruments, the band performs a tour de force of
Christmas music and compelling conversation about
music, life and the quest for sound.


X~ Live - XM 200 Free l~nmg - XM 76


Blend - XM 25 Holly - XH 103


Clint Black and his full band rock the house with an
exclusive m~x of h~lartous road storms, ballads and
barnburners


XM Uve ~ XM 200 America - XM 10


H~ghway 16 - XM 16 Nashville - XM 11


He’s a true master, bmeless and talented. Herbie
Hancock demonstrates the art oi~ composing and helps
define the meaning of jazz on th~s episode of Artist
ConhdentiaP~. Sitting at the Stemway, Herbie walks
through h~s latest CD and a fresh, personal perspective
on the h~story of music.


XM Llve- XM 200 Real Jazz - XM 70


Beyond Jazz - XH 72 Watercolors - XM 71


Toni
Heartfelt, mystical, powedut and personal. Tor~ Amos’
uses soulful insights and her piano magic to reveal stories
about her hfe and music,


XH Lwe - XM 200 The Loft - XM 50


XM Cafe - XM 45 Fine Tuning - XF~ 76
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An engaging and musically free Lenny Kravitz performs
w~de range of his material and answers every imaginable
quesbon thrown to him from a passionate audience of
fans from across the LISA. An XM Xclus~ve~


XM bye XM 200 Theg0s-XM9


Ethel - XM 47 Lucy - XM 54


Phi! Colhns brings a nine piece band to perform both solo
and early Genesm pieces with remarkable sonic quality
and magic. Plus, Phd talks candidly about everything from
h~s relabonshlps with other artists to backstage gossip. A
ra-e peek at the music and genius of Phil Collins,
exclusively on Xm’s "Artist Confidential."


XM L~ve XM 200


]n a cerebral and often h~lanous hour, Coldplay performs
old and new songs acoustically as a rabid audience of
fans interacts on every ~magmable level whde the band
spins tales of music, magtc and life. An uncensored and
unbridled hoiJr wtl:h Coldplay


The Loft


Bonnie Raltt brings stories and music from her legendary
career to Artist Confidential. From the early days to bet
latest works, Bonme walks through the good times and
bad with an mhmate performance that touches rock, the
blues and beyond.


×M bve- XM 200


An American Original. A Cultural Icon. Backed by his long
time band as well as his two inspired sons, Willie Nelson
graces The XM Performance Theater wRh a remarkable
set of songs, along w~th passionate discussion on his
past. present, and future, for an Artist Confidential that is
as arnazmg as they come
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XM Live - XM 200


Hank’s Place - XM 13


America - XM 10


Robert Plant’s t~meless magic Is ahve on th~s
extraordlnary edltJon of Artist Confidential. Armed with


new band, RobeR performs selections from hJs new
CD, ~ilghty Re-arranger, ~n front of rabid fans at the XM
Perforcnance Theater for a memorable hour of brilliance.


XM Dye - XM 200


The 80s - XH 8


Deep Tracks - XN 40


Boneyard - XI~I 41


Hall & gates we’re the ~ 1 singles band of the 80s and
they are st~ll dehvenng the goods~ Hear Hall & gates walk
through their R&B fueled career from the streets of Ph~lly
to their stunmng new a’,bum. The boys ~nteract w~th their
fans and perform their hits along with killer renditions of
soup classics on this magical edition of Artist Confidential.


XN Uve - XM 200 The 70s - XI~I 7


TheSOs- XM 8 The Blend - XM 25


Geddy Lee and Alex Lifeson of Rush s~t down w~th host
George Taylor Norris for this engaging episode of "Artist
Conhdential." I-lear about the band’s career, family life,
and what they’re up to now.


XN L{ve - XM 200


AI Jarreau scats and sings throLigh a charged hour of pure
musical magic, working the crowd and talMng about
whatever’s on his mmd~ Part of the XI~t Exclusive Music
Series~


XM Dye - XM 200 Watercolors - XM 71


The Groove - XM 64 Real Jazz - XM 70


Wynton Marsahs and h~s band walk through the h~story of
jazz, demonstrating each era with the unearthly finesse
and preos~on that defines the genre.


XM Live - XlVl 200 Beyond Jazz - XM 72


Free ~fumng - XN 76 Real Jazz - XN 70
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The internationally acclmmed, Grammy-award winning
music master, Lamont Dozier, has indelibly impacted pop
music for four decades.., and now he shares his stories
w~th the XM Nat~on!


XM Live - XM 200 Sou! Street - XN 60


The6Os-XM6 The Groove - Xi’4 64


After decades apart, ko0gms an(] Messina reunite for a
maoical hour of their pop ctass~cs married with a frank
discussion of their roots, their split, their ret’ormat~on and
their future, An audience of tong t~me fans interact w~th
the a passionate Q and A in one of the most compelling
Artist Confldentials to date.


XM Live- XM 200 The7Os- XM 7


Deep Tracks - XM 40 The Loft - XM 50


Judy Collins walks through her career w~th an amazing
array of hve performances and comments about her
personae and musical hfe. From her early era
Leonard Cohen through the Crosby Stills and Nash Years
to her current renaissance as a brilhant vocahst and
performer, ]udy covers ~t all m this XM Exclusive event~


XM Live - XN 200 The Village ~ XN 15


On Broadway - XM 28 Fine Tuning - XM 76


From a New Orleans i~ueled p~ano player, to a master of
the harmonica and beyond, George Winston defies
category. In this episode of Artist Confidential, George
opens the book on his h~story and future, displaying h)s
incredible versabhty and mastery of instrument.5, and
styles.


XM Dve - XM 200 Free Tuning - XM 76


AuOowsions - XM 77 Vdlage - XM 15


Soundtrack genres, hit maker and all around great guy,
Randy Newman has a blast interacting with host George
Taylor Morns and a theater full of hard core fans. Get
Randy’s thoughts about the i~lus~c Business, songwriting,
and life as he sees ~t, ~n th~s installment of XM’s original
show, Arbst Confidential.


XM Live - XM 200 C~nemagic - XM 27
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Deep Tracks - XM 40 The Loft - XM 50


Live and stronger than ever, Def Leppard grace The XFI
Performance Theater-with a pow
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Then...Again_.Live!TM


IVluslc tO your ears


XM Exclusive Music Series:


NetworR Live Series:


Imagine taking one of the most classic albums of all time, and asking the original
arhst to reinterpret ~t LIVE -- m sequence, before an audience of fans - from today’s
vantage point, and w~th the benefit of 2]st centbry technology...


Well, XiVi dreamed it -- and did ~t~ -- w~th stunmng recreations of albums that are
musical touchstones to entire generabons of fans ~ncludmg ]ethro Tulrs Aqualung,
Lynyrd Skynyrd’s Pronounced Leh’-Ne~d Sl<m’-Nerd, and REO Speedwagon’s H~
Inhdehty. Each XM presentabon of an h~storic rehv~ng of a legendary album ~s rater-
cut with the arhst’s personal observations on the}r landmark work.


3eti~"O "f~.~}{’S Honday, September 18 at
£~ q&~;4]g.*~t5~ Noon ET


Jethro TuII’s masterp=ece, and one of rock’s most cerebral
and passionate concept albums ever, gets updated m th~s
bye album remake, recorded exclusively ~n the XM
Performance Theater.


Non, Sept. 18 at ltoon ET


Wed, Sept 20 at 9AM ET


Thurs, Sept. 2! at 8PM E~


Fn, Sept. 22 at 2PM ET


Sat, Sept. 23 at 3PN ET


hne Tumrg - XN 76


Deep ]-racks - XM 40


hne Tuning - XH 76


Deep Tracks XlVi 40


Rne Tuning - XN 76


Past Performances:


26 years ago, Christopher Cross created one of the most
popular debut alburns in history. Laced w~th superb
craftmanshlp arid memorable melodies, the album
spawned hmeless classics hke Rde W~th The Wind and
5ailing. Now, hear ~t recreated m 2006 as Christopher
and his band play through the enhre album, hve from the


Mp:I/\x,w~.xmradio.comlexch~si~ emusicithen_.again_lix, e.jsp







XM Exclusive Music Series- Then...Again,,.lSvc!)M Page 2 of 3


XM Perforrnai~ce Theater.


The Heart - XM 23


The Blend - XM 25


The 8Os - XI~ 8


One of the original arch~teGs o� the £ouqd of the 70’s was
the band America. Their tight harmomes and stellar
songwriting ~aunched a style Lha[ to th~s day remains a
clear paA of the modern Amerman songbook. Dye from
XM’s Performance Theater, America lays down al! of their
most memorable songs m the latest installment of XM’s
Then_.Agam...Live series. Before a select audience of
fans, America rolled through thew entwe Histo~ Album,
track by t~ck, {~ve. XN’s exdu~ve Then.. Agmn...Uve
series continues as the place for bmeless a~sts to re-
invent their classic albums.


XM Dve- XN 200 TheT0s- XM 7


Top Tracks - XM 46 Blend- XM 25


Cheap Trick’s multPplatmum, 1978 m concert tour de
~orce, raised the roo~ at Tokyo’s Budokan Arena, and set
the bar for all live rock records to follow. A combustible
joy ride of power pop genius and rock n’ roll mastery,
packed with their s~gnature smashes. Hear ~t recreated
hve from the XH Performance Theater, m the Exclusive
Then...Agaln... Livel Seneg


XM Live - XM 200


Experience Skynyrd’s multiIplatmum 1973 debut LP re-
recorded over 30 years later exclusively for XM. 8 k~ller
tracks featuring Ronme VanZant’s d~st]nct~ve vocals- and
yes, one of them ~s "Free Bird "


XM Live - XM 200 Deep Tracks - XI~I 40


Top Tracks - XM 46 The 70s ~ XM 7


@


The father of all shock rockers, Ahce Ccoper, dehvers an
incredible hve version of h~s Greatest H~ts album
exclusively for XM. Relive the unforgettable anthems,
raucous rockers and potent ballads m th~s seamless
onslaught of hits, exclusively on


XM Live - XPI 200 Deep Tracks - XM 40


Top Tracks - XH 46 Boneyard - XM 41
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Quintessential Southern rockers, The AIIman Brothers, do
an updated version of their immortal ’73 double-LP, Eat A
Peach, bye from the XN Performance Theater! Tune m as
one of the most important American bands of the "70s re-
makes the album recorded as a heartfelt tribute to Duane
AIIman, who died during its recording.


XH Live- XM 200 Deep T~cks XN 40


Top Tracks - XM 46 Fine Tuning - XM 76


August2005


Jethro TulI’s masterDece, and one of rock’s most cerebral
and passionate concept albums ever, gets updated m thin
bye album remake, recorded exclusively In the XM
Performance Theater.


XM Dye - XM 200


Top Tracks - XM 46


Deep Tracks - XM 40


Fine Tumng - XN 76


September
2005


Spencer Darts Group road manager and Traffic co-
founder, Dave Mason remakes the musical magic of his
J.970 sole debut hve at the XM Performance Theater.


XN Live ~ XM 200 Deep Tracks
XM 40


Top Tracks - XM 46 The Loft - XH 50


~EO Speedwago~ Hi Z#~ide¢i~.g October
~ 2005


Hi Infidelity was the soundtrack of m~ddle America
throughout the 80’s and REO SPEEDWAGON pe~orms the
entire CD hve on XM’s "THEN...AGA]N...L]VE~" senes~
Before a hmited audience of Supeffans, you’ll hear the
whole album in the exact order as it was released on
vinyl, cut by cut, with fresh interpretations and creahve
freedom. The past is ahve on XM’s exclusive
"THEN._ .AGAIN._. LIVE" ser~es~


The Blend -XM Live - XM 200
XPI 25


Top Tracks - XM 46 80s - XM 8
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XI~ Exclusive Music Series:


Network Live Series:


Artist 2 Artis~t


For all, the work of musical legends ~s inspinng. For some, it ~s hfe-altenng.
Emerging stars base their dreams, aspirabons-somet~mes even musical styles-on
their heroes. On Arhst 2 Arhst, XM gives these up-and-coming talents the
opportumty of a hfet~me: to mterwew their personal heroes, one-on-one.
Uncensored. Unrehearsed. An ~nt~mate conversation rata what turns music rata art,
and a~sts rata legends.


Past Shows:


Newcomer Anna Nallck interviews her mentor Rob
Thomas. One on One. No DYs. Nothing but two artists
talking about life, music and the pursuit of dreams.
Recorded at an intimate setting in Ottawa Canada, Th~s
installment of Arhst2Arhst unravels the mysteries as only
two artists talking together can do.


The Blend - Xbl 25 Flight 26 - XM 26


Hear Music - XM 75


In a cool twist, hear an arhst ~nterview another artist
when members of Lacuna Coil tap rata the mind of Rob
Zombie. Rob’s seen it dll - Lacuna Coil’s just getting their
career in the state’s going. Hear what kind of advice Rob
can give Lacuna Co~l to help them avoid career suiode.


Squ~zz - XM 48


?4oqe7 Cr~.e g,.. Silvertide December 2005


Young rock band Silvert~de interview the legendary
Motley Crue during their recent Carnival of Sins tour and
the results are a rock ’n’ roll educahon. From sex, drugs,
and rock ’n’ roll to career cho~ces, the Crue shares w~th
Silverhde how to avoid making all the same mistakes
they did, m th~s excluswe Artist 2 Arbst session.


XM- LOGAN EX. 13
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Squizz - XM 4,8


September
2005


Recorded live m the hv!ng room of his house south of
Nashville, Dierks Bentley talks candidly for more than an
hour with the mcomprable George ]ones about his life,
music and h~s new release, Hits I Missed and One t
DJdn


America - XM 10


®
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Network Live Ser~es:


~.:-act c~qy .--every a,t,st thinks they ca’] o"cgram 3 radio staPoh .~’at plays the music
they bel,eve m X~* ’.: g~vmg them ~he oppo~u~]~W w,th the ntr, xJuchoq of Offstage
Imac,la,~t a~t sis bo tke r c, wu shews The~e ~-re no ~utes They ca~ say or play
~n~b ~g O~f<t3ge ,s ~.,here XN turns over tne music !,brary to :~,e a~ti~ts, and lets


d"feer ~e o~ XH’s O~fst~ge


l~onday, October 9 at :tlPM ET


DMC Is CPe of tqe archl{e(:ts of [he H~g’_ HOD P~,ovemer’t A
p~cnee~ wit~ e×traordm, ary success m ~be H’p Hop World
takes over XH ,;q~,s m,~s~cal se*ecbcq ,s ~[/splred and
[~ro[ouPdly ,~Pexpecfed 9nd he delivers an unbridled qoar
ul radio the wa’y He -h,qks ~t shoult" be doqe


[4a,b Oct. 9 at !£PPI ET Dee~ T~¢~cks Xq 40


Wed% O(_t 1 1 at 2PH ~T Deep TrpckS - X~,I zC


Sat. Oc[ !4 at SAM Ef Deep Tracks- XH40


Ann ant Na.,cy W;Iso~ {w~th a little
Crowe] take brae off from fhe road to record ~]ff.qage"


g .’~ go offstage wt[’~ their own radio sl-ow Pe.scna!, free
of resthcE’ons ~Pd rule-free.


Deep Track_<


Off.;:age_ V..’ th Joe Wa,sh -







Spinners, The NBC News Theme, Floc< Of Seag~lls and
Kate Bush Pave m commorP Joe Walsh. With h~s trust,i
sidekick R~ck The Bass P~ayer, 3oe takes The XM Nat-on
on a r, de trrough hm o~Q rock "n roll i~Lrs~’. Which
AC/DC w,il he piay? What ere ms favorite ]ames ~aqg
apd Eagles tracks-~ It’s Offstage W~th Joe Welsh tffis wee~:
on Deep Tracks XN 40


Deep T~ac~s XM 40


XIq 9._’~’~s :w~ the keys to bofh 3oe EF,ott and Phi! Collen
to create tffe}r own ~d!O gho~;s, NO ru,es No resthct~ons.
Both 3oe and Phil D~(:k the soPgs from their oersonai
archives, teq stor}es, wl:~p out instruments and dc
anything avd eve~LP~ng they want, on theP terms. Total
creative ~rccdom qa¢J~o the way tqey tRmk ~t should
gourd
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Network Live Series:


XN Exclusive Music Series:


Trick Daddy


Network LIVE’s "Mare Stage" brings rnusm fans a front row seat to the hottest, mulb
platinum acts across all genres including H~p hop, Country, Rock and Pop -- hve, up-
close and personal. Hear the world’s top pe~Yormers from the front row of sold out
concerts - from arenas to the most mbmate venues. Examples of Ma~n Stage arhsts
include Madonna hve from Koko’s m London, Bon ]ow from the Nokla Theater in NY(
Green Day from The Wdtern m LA, and the Rolhng Stones from Copacabana Beach


Past Shows:


July 2l, ~006 at Noon [T


lune m to hear the ~oo ~h[er’s ~a~ m front of 85,000
screamm~ tans all crammed into kondon’s H~de Park.
Dave Grohl and company are joined by some of rocks
most legenda~ players: Queen’s Roger Taylor and Brian
May jo~n the band for a near-pe#ect rendition of q~e Your
Mother Down" featuring Foo drummer Taylor Hawkins
pulhng vocal duties. In a show that could be considered a
hve greatest hits, Foo Fighters crank [hrough h~ts hke
"Best of You", "Learn to Fly", "Monkeywrepch", "T~mes
Dke These" and "Evertong". Grohl reveals that the show
has been the most unbelievable of their hves.


Ethel - XNI 47


May 26, 27, June 2


Network LIVE and XM Satelhte Radio mwte you to the
2006 Rock m R~o concert m Dsbon, Portugal. Over 3.7
mflhon people have attended Rock m Rio, where 240
performers have played over 470 hours of entertmnment.
Scheduled to appear are Jam~roquab Shak~ra, The
Darkness, Guns N’ Roses, Roger Waters, Santana and
more~ For more show reformation head to


XM Lwe - XM 200
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Nay 22, 2006


Network LIVE and XM were at the Kokua Festival
Honolulu, Hawau to capture an exclusive .~ack .~ohnson
performance at the Waiklk~ Shell. Hear your favorite
songs hke "Banana Pancakes," as well as special
performances with Ben Harper and Wilhe Nelson,


Hear Muslc- ){~I 75


~4~}#stag÷: .~ohn Legend DVD
April 13, 2006


Brought to you by Network LIVE and XM’s Suite 62, it’s
the ultimate date, "Dinner & A Show." Be prepared to be
wined and dined ~n first class as we present GRAMMY
Award winner 3ohn Legend in concert.


Suite 62- XM 62


April 7, 2006


Brought to you by Network LIVE and XM’s Deep Tracks,
taped bye during the ]983 Serlous Moonlight Tour that
shattered box office records m eve~ oty, Dawd Bowie
gave one of the most dramatic and charismatic bye
perfo~ances of h~s career. The Serious Moonhght Tour
has been called the most impoAant rock event in the
h~sto~ of the music genre and h~s Vancouver show was
designed speoflcally to ensure that the live excitemen~
was captured on tape. 1~ includes such hi~s as- "Let’s
Dance", "China Girl", "Heroes", "Rebel", "Young
Americans", "Space Oddity", and "Golden Years", among
others.


Deep Tracks - XM 40


April 5, 2006


In a Network LIVE! XFI H)ghway 16 exclusive, the multi-
platinum and awai-YJ winning honky-tonk d)va performed
hve on stage from the Gwmnett Center m Atlanta.
Gretchen performed tunes off her debut and recent
albums, a cover of "Barracuda," and a duet with Blaine
Larsen, the youngest country arbst to have a h~t on the
Billboard charts. Her sophomore album, All 3acked Up
entered both the Country and B~llboard Top 200 Charts at
#~


H~ghway 16 - XM 16
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March 3I, 2006


In a Network LIVE/XM exclusive captured hve from the
Henry Fonda Theater in Los Angeles during GRAMMY
week, the annual PeaPod event features music legends of
the past, present and future to raise awareness and funds
for The Peapod Foundation’s children’s charities.


Hear Music- XM 75


February :[8, 2006


In an exclusive Network LIVE/XM broadcast, listeners
heard a free Rolhng Stones concert attended by more
than 3 milhon fans; LIVE from Rio, Brazil’s famed
Copacabana Beach.


The 60s - XM 6 Deep Tracks - XM 40


November 2005


In an exclusive Network LIVE / XM event, Madonna
performed songs front her new CD, Confessmns on a
Dance Floor, live in concert from London’s Koko Club, the
only UK club Madonna has ever played.


20 on 20 - XM 20 BPM- XM 81


November 2005


]n an exclusive Network LIVE / XM event, The John Mayer
Trio brought their exp!os~ve sound to New York’s Bowery
Ballroom. The John Mayer Trio is John Mayer on guitar
and vocal joined by Steve ]ordan on drums and
Pallad~no on bass.


XM Caf~ - XM 45


November 2005
Exclusively from Network LIVE and XM Satellite Radm,
Ke~th Urban brought Country to New York City in a LIVE
performance from Irving Plaza,


H~ghway 16 - XM 16
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Network Live Series:


XM Exclusive Music Series:


Then.,.Ag~im..LiveF~


¯ -the Complete


¯ C~as~ica}


¯ Tom Party’s B~{ed


¯ We~eme to da Chuuch


Dunk Rider Radio with


Lwe. Uned~ted, Real. Network LIVEs "Standing Room Only" ("SRO") is the music
series dedicated to connecting emerging artists and fans, the way they are meant t~
be heard - on stage and unscripted. Providing access and d~scovery to new, cutting-
edge arhsts such as KT -runstalt, Hawthorne Heights, Gorr~tlaz, and the Magic
Numbers, Network LIVE’s SRO on XM feeds the huge appetite for live music
programming and introduces you to your next favorite band.


Past Shows:


SRO: ~atasha 8edingfieid


September 8, 2006


XM Radio and Network Live’s SRO present another
exclusive performance with Natasha Bedingfield recorded
hve from New York’s Nok~a Theatre. Tune in w~thout
leaving your home or car and hear Natasha belt out her
Number One Hit "Unwritten" and her new song "Stngle."


XPt Hitfist - XM 30


SRO~ The Fray


August 4, 2006


XM Radio and Network Live’s SRO present The Fray
recorded hve from the Oty Lights Pavilion m Colorado.
Th~s Denver based group perfumed from their home state
and you’ll bear their hits "Over My Head (Cable Car),"
"How to Save a Llfe" and more!


Flight 26 XM 26 HEAR Music XM 75


SRO: Anthony Hamilton
June 9, 2006


HEAR Music- XM 75
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SRO: Frar~z Ferdinand
May 19, 2006


In a Network LIVE/XM exclusive, hear the music of Franz
Ferdinand as they play tunes from their latest CD You
Could Have it So Much Better. The show was recorded
hve from the Argon Ballroom in Chicago. Hear favorites
hke Darts of Pleasure, Take Me Out, and Do You Want To.


Ethel- XM 47


SRO: klagic Numbers
May 8, 2006


Join Network LIVE/XM Caffi for an exdugive performance
with the Magic Numbers recorded live from this year’s
SXSW musm festival at La Zona Rosa in Austin, Texas.


XM Caf~- XM 45


SRO: Rogue Wave


Hay 5, 2006


Network LIVE and XM ~nwte you to loin Tobi, XMU’s Dean
Of Music as she hosts The XMU Student Plixer...featudng
a performance from Rogue Wave...hve at the Henry
Fonda Theater in Los Angeles... Hear Zach Rogue and
crew play songs from their latest album Descended L~ke
Vultures.


XMU- XM 43


April 21, 2006


In a Network LIVEI XM broadcast recently captured hve,
Orange County’s Atreyu rocked the El Rey Theater in Los
Angeles. Squizz will a~r their set -- raw and uncensored.
Atreyu’s dynamic guitar assault combines brilliant single-
note leads and pummeling power chords, offset by the
melodic and guttural vocals. With their new album, A
Death-Grip On Yesterday, Atreyu have honed their
personal style even more, exceeding all expectations and
expanding the boundaries of metalhc rock yet again.


Squtzz - XM 48


SRO: Morningwood


April 21, 2006


In an exclusive Network Lwe/ XM concert event, hear
New York City’s Morningwood recorded at the SXSW
music festival in Austin, Texas. L~sten for crowd-pleasing
favorites "Nu Rock," "Telewsor" & "New York Girls".


Ethel- XM 47


http:l!www.xmradio.cominetworklivelsro.jsp 10/23/2006







XM Satellite Radio and Network Live Present - SRO Page 3 of 4


S!RO: Nad~ Surf
Aprd 14, 2006


Network LIVE and XM invite you to join Tobi, XHU’s Dean
Of Music as she hosts an XMU student m~xer featuring a
performance from Nada Surf live at the Henry Fonda
Theater m Los Angeles. Hear the boys from NYC play
songs from their latest album The Weight Is A Gift and
much more.


XMU - XM 43


SRO: Rosanne Cash, Wired ~In X Country
Concert Series
April 5, 2006


Network LIVE and XM’s Wired In, the X Country Concert
Series, broadcast Rosanne Cash and husband John
Leventhal hve from La Zona Rosa in Austin, TX. Rosanne
played a set wrapped around her new album, Black
Cadillac.


X Country - XM 12


March 2006


In a Network LIVE/XH exclusive, D.] Quik hve in concert
from LA’s House of Blues.


RAW - XM 66


March 31, 2006


tn a Network LIVE/XH exclusive broadcast, listeners
joined Tobi, XMU’s Dean of Musm, as she hosted an XMU
student mixer featuring Eels With Strings live at New York
City’s Town Hall. One of music’s most versatile acts
invaded q-own Hall w~th a string quartet and an eclectic
array of instruments and sounds.


XMU - XM 43


~RO: Hawthorne Heights
March 17, 2006


In a Network LIVE I XM exclusive, emo giants Hawthorne
Heights performed songs from their latest album, If Only
You Were Lonely, hve from LA’s famed El Rey Theater.
This was the only event Hawthorne Heights played hve
before the release of their new album!


Ethel- XM 47
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SRO: Disturbed


Hatch 10, 2006


In this exclusive Network LIVE/XM concert, hot off the
]agerme~ster Music Tour, the new school heavy metal
band Disturbed rocks live from the Norva in Norfolk, VA.


Squizz - XM 48


SRO: N~,T. Tunst~[!
February 27, 2006


XM Car0 - XM 45


Fspa~ol Your Pr,vo,.v R,ght5 I Terms & Cont


htlp:i!www.xm radio.com/networklive/sro.jsp 10/23/2006







Sending Out Good Vibrations: XM Re-Creates Top 40 Stations of Old - washingtonpost.comPage 1 of 3
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Sending Out Good Vibrations: XM
Re-Creates Top 40 Stations of Old


By Marc Fisher
Washington Post SlaffWriter
Sunday, October 15, 2006, N05


Somewhere along the infinite corridors of time - well,
actually, Friday afternoons on Eckington Place NE -- a
bunch of middle-aged adolescents who believe that Top
40 radio jingles are the key to the swirling maze of the
past are busy re-creating 1967.


In a windowless studio in the vast techno-complex
known as XM Satellite Radio, Terry "Motormouth"
Young each week transforms 60s on 6 -- XM’s channel
of hits from a pop music heyday -- into a real live Top


Discover 100 years of


40 station from that era. Weaving together tape-recorded snippets found in listeners’ attics, on eBay or in the
possession of the nation’s obsessive subculture of radio-jingle collectors, Young captures the sound and spirit of
the AM stations that once dominated American popular culture as hardly any phenomenon has in the four
decades since.


From radio powerhouses such as New York’s WABC ( http://musicradio77.com ), Chicago’s WLS
(http://musicradiowls.cjb.net) and Los Angeles’s KHJ ( http://bossradioforever.com ) to smaller-city signals
like WROV in Roanoke ( http://wrovhistory.com ) or WLEE in Richmond, Top 40 stations routinely captured
from 25 percent to an almost inconceivable 70 percent of the audience in their home towns. Kids listened
because the deejays seemed to be speaking a frantic, hopped-up lingo aimed expressly at them; adults listened
because they wanted to be par~ of the happening thing.


In that last moment in the ’70s before pop culture splintered into dozens of demographically defined slices, the
local Top 40 station was a celebration of whatever was bland and palatable enough to appeal to every age and
interest group, blended with just enough rebellion and nonconformity to seem fresh and exciting. With deejays
pulling wacky stunts at every turn and stations giving away cash in all manner of contests, you could hardly
afford not to tune in.


Although those days are long gone, as radio struggles to avoid losing an entire generation of young people,
Young’s "Sonic Sound Salutes" each Frid~a’y reunites the deejays and sounds of those classic stations with
nostalgic older listeners and young folks curious to know what the fuss was all about.


The weekly exercise in recapturing the past started in 2004, when Young, eager to give XM’s all-’60s music
channel an authentic feel, was searching for old Top 40 station jingles that he could remodel into peppy
promotions for his own channel. After weeks of contacting radio stations and jingle producers in search of old
tapes and permission to revamp the jingles under the XM name, Young says, "I just got frustrated and said,
’Why don’t we just become that radio station for a day?’ "


XM programming guru Lee Abrams loved the idea, and together the two began collecting sounds. For Young,
the project was a journey back to his youth, when, growing up in Roanoke, he tape-recorded the Top 40 sounds
of big-city stations that he picked up on his transistor set late at night.


XM-LOGAN EX. 17
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Immediately after Young launched the XM series, listeners across the continent began to send him tapes of their
favorite stations - begging him to re-create the sound of the stations they grew up with. "It’s like a dream come
true to be a deejay on these classic stations,~ says Young, 53, who still recalls the first song he played on his
first day on the radio -- the Osmonds’ "One Bad Ap_p~le," on Richmond’s WTVR in 1971. Young had wanted to
play Led Zeppelin, but station management made it clear that it, and not the hired help, would choose the music.


One recent Friday, Young and NewsChannel 8 morning weatherman Ron Riley (httpd/ronriley.com) spent
four hours re-creating the sound of Chicago’s WLS, the classic Top 40 station where Riley was a deejay from
1963 to 1968. Riley hadn’t been on the radio in more than 20 years (he had gone from Chicago to Baltimore,
where he was heard on WCAO). But the art of walking up the intro of a song and completing the deejay’s banter
precisely as the lyrics kick in came right back to Riley, "like getting back on a bicycle," he said, "even though 1
don’t know how to ride a bicycle."


With Young working the control board, punching up songs and mixing in newscasts, commercials and lots and
lots of jingles from the original WLS (XM uses everything from the old days except the cigarette commercials),
Riley sat in a Beatles T-shirt that he’d dug out of his collection and transported himself back to the mid-’60s.


No more turntables, of course, but rather a digital readout that told Riley how many seconds each song’s
instrumental introduction lasted. The deejay barely needed that number. As soon as he heard the first notes of a
song, he knew exactly how much time he had to spin a telegraphic tale of adolescent longing, or to pull offa
quick joke.


Using a list of Chicago area high schools and their team names that Young and Abrams had put together, Riley
could summon up that instant sense of community, those days when he would preside over 70 high school
record hops a year.


Over the long intro to his first song, "I’m a Man," a 1967 hit by the Spencer Davis Group, Riley started out
saying: "I’m Ron Riley and how cool it is. This is an awesome experience; we’re going to re-create the sounds
of the greatest station in the nation." And offhe went, talking about his cameo appearance on TV’s
"Batman" (Riley got 250,000 letters from WLS listeners, who snapped up the station’s "Batman Fan Club"
bumper stickers), joked about how the price of gasoline had soared to a stupefying 35 cents per gallon, and
reminisced about the station’s Secret Word Sweepstakes and Silver Dollar giveaways.


In 1966, Flip magazine, a teen pop publication, reported the story of a Marine on patrol in Vietnam who was
marching down a muddy road when a Jeep passed by with a banner flying from its whip antenna. "WLS Ron
Riley’s Batman Fan Club," the banner proclaimed for all of Vietnam to see. Riley has sold much of his ’60s
paraphernalia collection on eBay, but he keeps that magazine.


As the four hours went by, the music, too, came right back to Riley -- not always the song titles, but the beat
and a deejay’s essentials: how long the intro lasts and whether the song fades out or ends cold. Riley and Young
bounced along in their chairs, the volume turned way high.


And unlike the commercial radio stations they had fled after the consultants (and their demographically tuned
playlist research) took over, on this Friday on satellite radio, the guys played what they wanted to hear. "I got
two Beach Boys in a row next," Young told Riley at one point.


"I want some Beatles," Riley replied. "We haven’t done any Beatles. Let’s do ’Magical Mystery Tour.’"


A couple of clicks of the mouse and Young had it up and ready, and 20 seconds later the tune was on the air and
Riley was pounding the desk and pumping out the sounds on a revived ghost of a station way back in the tunnel
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of time.


XM’s Sonic Sounds Salutes continue Friday from 4 to 8p.m. with a re-creation of CK.L W in Windsor, Ontario,


and Detroit, and Oct. 27 with WHB in Kansas City.


© 2006 The Washington Post Company
Ad~ by Google
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XM Channels Featuring New Artists


¯ 20on20
¯ Aguila
¯ Air Musique
¯ Audio Visions
¯ Beyond Jazz
¯ Bluesville
¯ BPM
¯ Caliente
¯ Chill
¯ Enlighten
¯ Ethel
¯ Fine Tuning
¯ Flight 26
¯ Fuego
¯ Fungus
¯ Hear Music
¯ Highway 16
¯ Liquid Metal
¯ Raw
¯ Spirit


¯ Squizz
¯ Suite 62
¯ Sur Le Route
* The Blend
¯ The City
¯ The Heat
¯ The Joint
¯ The Loft
¯ The Message
¯ The Move
¯ The System
¯ The Verge
¯ The Village
¯ U-Pop
¯ Viva
¯ Watercolors
¯ X Country
¯ XM Caf6
¯ XM Hitlist
, XM Kids
¯ XMU
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Missing Formats by Market


New York
Country
-Oldies


Alternative
Latin Pop


Active/New Rock


Los Angeles
Country


Active/New Rock


Latin Pop
Oldies


Active/New Rock


San Francisco
Latin Pop


Oldies
Country


Active/New Rock


Dallas
Latin Pop


Active/New Rock
Smooth Jazz


Philadelphia
Alternative
Latin Pop
Classical


Active/New Rock
Smooth Jazz


Houston
Classical


Active/New Rock


)Vashin~ton DC
Oldies


Latin Pop
Active/New Rock


Detroit
Classical
Latin Pop


Atlant._.___~a
Oldies


Latin Pop
Classical


Active/New Rock


Boston
Active/New Rock


Anything Latin-Oriented
Anything Urban-Oriented


Miami
Classical


Alternative


Seattle
Anything Latin-Oriented
Anything Urban-Oriented


Phoenix
Classical
Latin Pop


~ource: Radio and Records,
Spring 2006 E&tion
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Transcript of CD Containing Comments of Recording Artists
Copyright - 2001-2006 XM Satellite Radio


Track 1: AI Jarreau - Hi everybody! Wow! I can’t tell you how great this is to be
doing a world-premiere of my music on a pair of cans...with a string between them. I
don’t get a chance to be involved in the world-premiere of my music. It’s usually
somebody else doing it and I’m not even in the room, and so this is a great oppommity on
this new technology. XM is presenting the world...ofreally clear radio, uninterrupted
reception, no commercials, coast-to-coast--it’s great stuff, so I’m glad to have this
chance to do it and to talk to you about my new CD, "All I Got," available in stores on
September 17’h.


Track 2: Big Head Todd -- And I just want to say, you know, what I fan I am of
satellite radio. Having been someone who’s really lost my attention to conventional
radio. I got a satellite radio about a year ago and I haven’t listened to anything since. I
really hope that you guys can just kick it into the futule and best of luck to you, to all of
you


Track 3: Chrissie Hynde - The only thing that really broke my heart was when I came
back here and radio had taken such a nose dive, so that’s really cheered me up now that,
you know, you’re doing this and the radio is back


Track 4: Dave Koz - I think XM is amazing. I’m so excited about the prospect, you
know, with radio consolidation and commercials on the air of terrestrial radio, and, you
know, the play lists getting smaller and smaller, to think about a service that you can get
in your car that has, in a lot of ways, commercial-free music and you have the choices,
the vast library of songs. You know, for music lovers, this is the place to be. XM is
definitely the place to be. And as a musician, as a recording artist, this is like the new
frontier, because you look at regular radio stations and you say, you know, it’s getting
smaller and smaller and smaller, and they’re casting a much wider net over and over and
over. Same songs are being played. Here is the new frontier for musicians and music
lovers to be able to say "open it up a little bit, let the music breath, try taking a few
chances." So, I think, you know, the fact that we’re doing a world-premiere party for
"Golden Slumbers" right here on Watercolors is perfect testament to the fact that a lot
more is appropriate here, that you can do more, you can try more, you can take more
chances on XM and I applaud you.


Track 5: Don Henley -- I just think it undermines diversity of opinion, it undermines
diversity in the cultural aspect in that we get fewer and fewer choices in music, which is
why what you’re doing is so good here.


Track 6: Huey Lewis -- Q: A very important thing. You’re abig fan of XM right? A;
Big fan of XM. Q: You got XM satellite radio? A: I got XM satellite radio. Q: What’s
the channels you listen to? A: I listen to, you know, I go to that 80s channel a little
bit...l don’t know .... Q: What, Fred? A: I bounce around. Q: Fred? A: No, the 80s.
Q: Oh, just the 80s, 80s. Oh, ok.
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Track 7: Gerald Albright -- I’m really exited about the experience of having XM radio
and Watercolors do a world-premiere of my new CD, "Kicking It Up." I always enjoy
the folmat of XM radio as they play the whole album--the entire project, which is really
exciting to the listener because you get more than the single, and just getting the single is
the equivalent of reading one chapter of a book and not reading the rest of the chapters of
the book. You can’t get the whole story of the project. So, I’m really enjoying what XM
is doing, and I’m privileged and so appreciative that they took the time to put together
this fine world-premiere for me. XM, I thank you.


Track 8: Ian Anderson -- This is something that eventually is the future because
choice is everything. The opportunity to be able to make decisions about what you want
to hear. And the excitement that comes with finding things that you didn’t know you
wanted to hear. And having it available to you. So I’m a great supporter of the
Amazon.corns’ of this world or XM Radio where it has the opporttinity to bring to
people’s lives something that they didn’t know might possibly enrich their experience
and from that point of view, it’s a great opportunity.


Track 9: Kenny Loggins -- This is a great place. I mean, XM, the studio, everything
about XM feels totally together and I think that satellite radio is something we need
desperately right now. And I’m so glad to see it happening. And see it happening so
well, by people who know what they are doing.


Track 10: Kirk Whalnm -- As an XM listener, I have actually heard a few world- ~
premieres of some ofmy famous artists---one of whom would be Paul Jackson, Jr. And
it’s exciting for me to now be able to tune in and hear my own world-premiere on XM
Radio. I was one of those people who was just waiting withbaited breath for XM to
finally hit the airwave or whichever waves you guys use. It’s just so exciting for me to
be able to first of all listen to all different kinds of music...just a button. For instance, for
me, I Iove Salsa, so the station called "Caliente," which is number 9.4--I happen to know
my station numbers--I listen to that station all the time. It’s great because I can listen
and decide what records I want to go buy, and I’m always exposed to something cool and
new. I love oldies, as apparent by this new CD called ’qnto My Soul." l mean, we
basically kind of did our homework by listening to the Soul Street station and that’s
number 60. It’s nice to be able to hear those songs and kind of go "oh wow," see that’s
the sort ofvibe we were looking for in this tune. I love Gospel music. We have a Gospel
CD out called "The Gospel According to Jazz" and it’s doing really well. It’s called
"Chapter 2." And there is a song called "Falling In Love with Jesus" that they are
playing on the Spirit station--on number 63. So, imagine how exciting that is for me to
be able...it’s really exciting to do our debut, world-premiere of"Into My Soul" on XM
radio. It’s only fitting.







Track 11: Marry Stuart - Well, to another musician I would simply say, "XM is the
hope." It’s the hope that we truly have against all corporate consolidation, all
homogenation of American culture. This is a place where you can still go and be
yourself. Play what’s in your heart without ever looking back or worrying about the
outcome.


Track 12: Michael Franks - 1 think it’s great that you’re .... Thank you so much for
premiering it this way. I really felt I was so...l had missed the deadline for any kind of
promotion for the project that 1 didn’t expect any opportunity quite like this to arise. So
thank you so much for putting this program together and premiering it this way. I think is
great that XM is appealing to that, something that I think of as like an old concept of---a
somewhat lost concept of the relationship between radio and the people who listen to
radio. So I think it’s admirable that you’re all approaching it from that point of view, and
it certainly is great for fans. I know, as someone who loves to listen to radio, there
certainly have been some bleak times recently in particular, and not to end in a minor
key, but let’s just say that it is great that you guys are premiering my record and I know
my fans will appreciate it a lot. I think that’s a terrific thing to do and something that,
having been in this business for 30 years, it’s something that I haven’t noticed in a while.
It used to be kind of a common thing that progressive radio would do. And so I think it’s
terrific that you guys are doing it and thanks.


Track 13: Roger McGuinn -o Well I do a lot of cross-country driving. My wife and I
have this wonderful vehicle and we go all over the country with it back and forth, and we
wouldn’t do it without XM. We listen to XM all the time, we listen to the news and we
listen to the music. And it’s just great to have, it’s a friend, it’s like a constant
companion, it’s everywhere. It even works in tunnels somehow. I don’t know how that
works but it’s great. I’ve been under these waterways and turmels and XM is just
jamming in. It’s the greatest thing.


Track 14: Wynton Marsalis -- I think that this is a perfect example of using
technology and putting it to the service of the human soul and to the human spirit. And
that to me is really what XM represents.
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..... OrL~
From:"
Sen|: Wednesday. Jan6ory 26, 20135 4:17 PH-
To: Shirl~tta Xremty Co~n
Subje~: Eve~e~e


Hey girt, Happy New Year Io you, I hope you and your family had a great start to 2005. t
hope you have received the New Everette Harp single "when will I see you again "if you
have what do you Ihink of it?
Also just to let you know the power of XM since we did not gel a tot of smooth jazz air play
from those other guys I saw how Xm was able to sell product, Everetle sold 20,000 units
without them, so I thank you for your help.


3/24/2006


X]VI- LOGAN Ex. 22
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From
Sent.- qruesday, 3une lq, 2005 5:54 tim
To: Dav~s, Robert
Subject: effect of xm


m talking w~lh lh¢ ix~son al EMI who handles sl.p~nglord~mg of cds, lhe following news ~s lh~ answ{r flora lh¢ qucsllOn
of ~’hc~ or ~ol lhct¢ w~s a no~sceablr sales spike m thc various "C~rclc" al~n~ lhc wcck following lhc broadrasl of the
special..


Hi John -
G~eaI news!
Last week CI
C3


DVD


3124/2006
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Thank, you! You certainty clon’l have to conwnce me lha| exposure on XM ~s worthwhile Sales during the
week from 7/24-7131 ~vere nearly 50% higher lhan lhe previous week. We’ll gel more
numbers on Wednesday and i wou~d expect they’ll jump again.


You are ~n luck ! do have atl three of Ihe Id|es you requesled ~n my office {~n genera! there ~s simply nol enough
room to keep slock ol back catalogue ~[ems ~n Ihe oh’~ce so Ihe waret~ouse procedure ~s a necessary evil) 8u! I
(~d l~ave some Renee. and i’11 get ~h~s Io you.by lomorrow


30,1,~006
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From: �                                         j
Se~t: Monday, September 12, 2005 2:20 PH
To= Hart_one, H_~ke;_Bradle_y, Kale


Subject: RE: The Loft Letter 9-12-0S


Mike and Kale.


My name is         . _ ~and I am an avid_Loft tistenef._l’m also the head of Marketing and
Artisl Development for.                                   J grew up hslenmg to and later
worked at KSAN in the halcyon days of r~k radio (I v~as Bonnie S~mmons morning intern).
Then when I moved i0 LA ~n ihe eady 80’s I loved KNX FM. which was a great adult rock
station before AAA was AAA A station hke the Loll has been sorely missing |o~ years ~n
Soulhern Cahforn~a and your slahon is the reason I became an XM subscriber. Now I have
three radios.


I have found that s~nce I starled lislening, I am actually buying more music than before I’ve
always loved stager songwrilers and in the early nineties I got involved w~th a great band from
Southern California called Venice. If you don’l know about them, their "Born and Raised"
album would fil peHeclly on your slahon


I lislen at home and in the ca~...weekdays and weekends.., and I’m a tolal cheerleader for the
formal. Thanks for making me enthusiashc about radio again.


Best Regards.


..... O~ginal Hessage .....
From: Ma[~one, M~ke [madlo:Phke.Ha~rone@xmradio.com]
Sent: ~onday, S~lembe~ ]2, 2~5 7"46 AM
TO~ Bradley, Kate; Logan, ~harhe
Cc: ~"     " ....... Byrd. C~stal
Subject:’The Lo[t t~tt~ 9-12-05


The Loft Letter
For the week of 09.12.05


3/2n/2006







Notes Prom The Loft @ XM 50


We know lois of you wall be I’]ockmg Io your travm~le local [�cold ShOl~ Iomon’ox,." Io gel ~OUl hands


Md~e M.,rrone & Kate Bradley


New Music


Album


Bo~mie Raill
Rodnc)


Souls Ahke
The Outsider


D~:cla~c A New State


The Loft Sessions


TMs week Loft Scss,ou #84 Rv~a Adams ,g. "1 hc Cardinals We’re sl~ll tq, mg Io caldi our brea|h I)om this
unbehcvabl¢ session w,th our travo~Jte g~.mar-shngmg wdd chdd, Ryan Adams. Joined by his band The Cardinals,
R),an took us through a psychcdehc, ah-counn’y Iou¢ of songs f¢om his new double CD Cold Roses, complete
gnny gmta¢-irrenzmdjams juxtaposed with falsel|o o~lodles Oh ycah. Th~s ~s an encme prcsentanon_ Catch
Mouday 12noon & 9pro, Thursday 3pro & 9pro and ~amrday 6pro. all t~mes Easmm


w~, wonde~l world where Awole Is The New$leep You’ll heat ~ons of ~nes flora ~ latest plus ~en plays
vc~ special request, just [o~ us~ L~s~en Monday }2noon & ~m, ~u~sday 3pro & 9pro a~ Saturday 6pro, all t~s
~s tc~


Mixed Bag Radio


This ~,cck Mixed Bag Radio #40 q.t i Host am! The Damnwclts It’s an all new specml dual-arltsl ~:d~ltou of Mixed
Bag Radio with your hosL Ne~’." York ~adJo keystone Pete Fnn~mtle Th*s week Pete’s guest~
Damm~ ¢llg ~ mac m foe iDl~male conversation aM a bye. m-studio pe~ romance Hear ~I Tuesday 3pro.
Wed~esday 9pro. Sa~day 6am and Sunday 6pro. all umes Easlcm -


3/24/2006
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Special Features


Then_.Again...Live! Traffic co-founder i)a~ ¢ M a~on remakes’lh¢ mus;cal magic of hls ! 970
solo debut Alone Together bye al the XM Performance Theater. Monday, 9/12 at 61~m"
Wednesday, 9114 at 9am, Fnday, 9/16 at 2pm Eastcn~, Saturday, 9117 at 3pro, and Sunday, 9118
at 3am, all times Eastern.


Tire SVake-[lp Sel$ At ]he Loll, our mornings are just l,ke yours - fill~d w~th the sounds of coffee pouring,
shower conning, a child waking, a subway car clanking along, the buzz of morning naffic So jam us for The Were-
Up Se~ starling at 6 30am m e~h time zone And ffyou’d hk~ ~o make requests, em.~d M~ke Manone


theiofi~hmradm cam


in Spit~ Of All The Dznger.o. When’s the last mac you had a t¢.~son m mn do~.’n to your favorim local record shop
o~ to break out tire laplop and order your tunes onhn~? Get ready/’or plenly ofposstbflme~ for your shopping hs! on
out b~nti new feature, In Sp~t~ Of All The Danger. The i_ofl’~ ne,v music ~ho~, It’s ~n hour-long n¢~. music
magazine0 hosted by Kate Brndtey. A~r~ Friday al 5pro, wtlh encores S~turd~y al I I pro, Sunday nt 7Ore and
l~midmghl, and Tuesday al 5pro. ~ll I~rnes E~lcm.


In Spite Of All The Danger playlist for this week:
Art~sl           Song                      Album


DaGd Gray D~sappearmg World Ldr¢ In Slow Mot~on
I)a,,id I.;~ .qy Nos Da Ca~ad Life In Slow Mot~on
i)as$d Gray Now & Alwz~ Life In Slow Motaon
I.am-at~ tics Cool Water Yea~ Of Meteors
l.aur~Vcirs R~alIo Yea~ Of Meteors
Lain a V~irs Magnetized Year Of Meleors
Winlerlnlis Po~a~t Wmte~flls
Wimcrwlls Laug~ng Wmtc~dls


Ech~ And ~e lhmn) men Of A Life S~befia
Echo Aud The lhmnyme~ Pa~henon Drive S~berm
Echo And The Btmn) men M~e Us Bhnd S~bena
Fari~ Nourallah I Run Faster ~an You Can King OISx~den
F~ri~ N~mrallah Obfuscalton K*ng Of Swcdco


Your Mail


Dea~ Loft.


How’s th~s for loyalty ...


! cancelled my ordcr for a brand new $50,000 car on F*sday aries learning thai fl was not ~ss~ble to eaSdy
XM nd~o into =he car (Ibe manufacture, supports "d~� o~h~ guys’) I’d talhcr ~ve a d~ffcrent cat than hve
~e Loft My friends ~hn~ 1%~ a dock for doing *~. bm thal’s OK. i found anoint tar I’m ~ow c~ismg ~qlh Kale
and M~ke again


Ed


yOu are ~’A Iv’.t ASTIC’


M~ke & Kate


XM News


312412006







~oag~ q Ol q


Also, 1-800-t[ELP-NOW Is y~u~ conn.�lion ro the Red Cross foi dona~mns


XM 248tRod Cto~s Radm is a 2~-houL natmnv, ide XM channc! thal prove*des help and mfon~at~on f’oI l lur~icane
Katrma victims. Red Cross s~affand volunteers along the GuffCoasl. and o~her Red Cross workers across ~h~


XM Radio Online is now incl.dcd as parl of your XM subscriplion: Go lo Imp. ;’w~ w a_mtueho -~ ~-3m. for more
details.


XM 1461XM’s PGA Tour I~elwork i~ here~ llear lhe PGA "]-ou~s Big Fore (Tige~ Woods. Phd M~ck:dson. Vqay
Smgh. and Em~� EIs) plus all lh~ hies! go11"~cws. |ournamenl sco~es, player h~ghhghts, and bye coverage from the
PGA "Four and more~


X_M ! ?5/btL B tlome Pla~(tm) is hereI MI_B tlo~ Plate Ls yore somce fo~ all things baseball. 24 hours ~ day, 7
days a week. MLB Home Plate fealares shows hosled by lop =~olch baseball analysts mdud.ng Rob D~bhlc
ESPN’s Baseball Tenlgh~. Ko.m Ken,¢dy flora Fox MLB Gam~ oflhe Week. Charley S~¢me~ flora ESPN’s
SponsCcntcr and n~ny mort!


http://.thelo..ft.x mrad.io.com


M~ke Harrone
Program D~rector
The Lof~ - X]4 50
~G~ Satel1~te Radio
1500 Eck~ngton Pl. NE
Washington, DC 20002
{202) 380-443G {d~rect}
The Loft on The Web: httpz/l]o£t.~mradio.com


3/24/2006







~ent: Wed~5~y, Octobe-r-26, 2005 9:19
To:_Karo, 3ayme;.GoldsrO=th, ~tarb_n; Bachmann, Paul; Macinn=s, Jackson; Abrams, Lee
C¢:.
Subjecl~: Ceoha Ba~toii Thanks


D~:ar Le~:, Manta, Jack, hyme and Pa.t,


On behalf of ........ | wan! Io Ilo~ you all so v~ much for pulling 0n ~uch a similar prug~ am y~sle~day= You
¯ v~e all mc*¢dib]~o ~rk ~1~ and I am so glad Ihal ~C nla~ ~I happent


Cec~l~ was vc~ plcased~,i~ how wall cvc~ihu~g ,vorkcd out and ! ~ow the resuh wdl ~ ~calcul~


I look fo~a~d ~o doing ibis aR~in ~’~& yo. soon. and you can ~usl Iha~ you’ll ~ hearing f~om ~ again s~n aboul so~ of
ou~ other icon~ a~sls fol _..                  " I don’l behove I have ever had an a~s~ p~omolmnal ~kmg go as
sm~lhly, profe~sm~lly and all-a~ound ~aulifully as fl.s one


Many than~ again and ~’~ bcs=,


Scm flora ~ny Blac~e~ W~reless


3/2~/2006







Pagt: !


Thomas IKenny - Music Director
XM 31 - The 7orch
1500 Eckmgton Place NE
Washmgion, D� 20002
O. 202.380.43.53
E. thomas.kenny@xmr_ad~o_ corn
A: Overflowing X
W: www rnyspace.com/thomasaugu.stu_~


"Non-linear babyt Non-I~near baby~’- Galaxala9


Thomas


I want to thank you for helptng me had some o! the mustc I have really enjoyed on Torch Here fs
my current favorite band hst, ago=no thanks to Torch .. I knew none of these bands or th=s music
before luning ~n’~


3 / 15/2006
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The F~re Thefl
l~lonarch
~xpence
Fusebox
-l’ree63
Terminal
Copeland
Plumb


The Alters
F~ghtmg ~acks
Anberhn


] d~d know of Skdlet, and ~n fact we run an ad with them ~n the guitar magazines
Strings...~t wdl be ~n the next Issue of Chr~stlan Plus,c~an as well. We recently got The Alters on
board for GHS and Rocktron endorsements as well.


Have a race day.


311 .~12006
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Bill Wax
Propr~elo¢ ot Low-F(S Bar and Pool Hall
131uesvdle - XM S~lelhte Radio


Sent: ~hur~ay, ]~ne 29, 200~ i:~0 PM
To: ~ax, B~
Subjed: Re: Buesvsl~e P~ To U~ck for the W~k of ]0ly 1.2~


Sales on the RHYTHM I~ GROOVE CLUB have }umped since you have been playing it.


Aga,n, thanks and if there ~s onyth~ng I can do to support {his, let me know.


On 6/29/06 l "39 PM, "Wax, DIll" <Dill Wax@xmraOm corn> wrote:


Anotlaee wtld week ~n BluRs~Ie. wha~i(h a l~ve ~oa~st I~Om I~ D C. Bar-B-Oue B~II~ ~ l~ past Sunday’ and I~n Irma Thom~
~e h~ on Mond~~ sel of Ides f~ us Thanks to AnOe{s Osb~n. Ma~a Wr=ght, L~ Ed and Ihe ~ues Impenalx. Hubea
Sum~n aM ~e N~hth~ks and RounOer Reco~Os f~ helpi~ make lh~s a@ hapRn. I am ~ h{e0 but I am sure hahn9 fun


AS a~ays ~iow a*e lh~s weeks’-P~cks" and thanks for all yo~ su~o~


-~e a 9real hohOay


1 o/! 9/2006







.Message


B~li VV~x
P~,op~’~etor o1" Lo~-Ft’s Bar ancI Pool H~tl


BLUESVILLE PICKS TO CLICK FOR THE WEEK OF JULY I.


I. "’Can’t Gel There F~om Here" - Davis Coon - 219 Records
2- "Kissing In 29 Da.ys"- JW-3ones Blu,_~ Band - Northern Blues


3 "Way Bark’- Wilhe B;g Eyes Smah - H~ghlone Records
4. "Skunkmello" - Guy Davis - Red House Records
5. "The Mess ls On"- Mudcal - M.sic Maker
6. "Groove Approved’" - Rhythm A~ O~ve Club - Asend
7 "Back On l~ack" - hmi ’Pdme Time" Smith - Cold Wind Records
8. "Black Lucy’s Duece’" - Lee Ga~es - Music Maker
9 "Blue Moon In Your Eye"- The Nighthawks - RolEng ~o¢m


] O. "Elcckt~ik Rain" - Teddy ~e Hooke~ - ~.H Music
! ]. "’Soul OIA Man"- E~ic Bmdon-SPV
]2. "%~e I B~en"- Doug Mad.cod - Black and Tan Records
]3- "B¢oiher To The Blues" - T~b Be~il -
14. "L~stcn At Me Good"- Harmonica Shah- Ele~ro-F~
] ~. "Della Hardware"- Choriey Musselwhi~e - Rcal World


Page 2 of 2


READY FOR "FILE NEXT RACK


"’FI),in" To High" - Ch,cago Bob Nelson - 95 Norlh Records
Sell’Made Man" - Sludebaker John and the Ha~’ks -Avanti Records
"\Vay Do~.n The Rtver"-Sugarcane Collins -And)" Colhns
"Energized’" - Bernard Allisor~ - Ruf Records
"Abet The Rain" - Irma Thomas - Rounder Records
"B=g O1" Fiya" - John Mooney - LML Records
"Jtn)gle Jim & The Voodoo T~gers=" - James Lulher Dickinson - Memphis Inleroalmnal
"’Rise" - Chr=s Thomas King - 2Is= Century Records
"Tales From A 2 Lane" - Lew 3erton and 61 South - Self P~odtged
"Starts Wi~h A P" - Lee Shot Wdliams - Ecko Records
"In The Natural S~ale"- Jimmy Th:~ckery/C~ne B~olhers - Rykod~sc
"’Live At The Noah A~lantic Blues Festival- Little Mtiton~ North Atlantic Records
"My lteaas In Texas"- Smokh’~" Joe Kubek and Boots King - Blind Pig
"Chulahoma" - The Black Keys - Fat Possum Records
"Road To Rio" - Holly*x, ood Blue Flames - Delta Groove
"Blues Doctor L~ve & Outrageous - D{ink Small - E~wm Music
"Bamboozled" - Omar and ~he Ho~vlers - Ruf Records


} 0/19/2006







..... Original Message
From: Freed,
TO. Zellner, Jon; Skyy; Abrams, Mike; Abrams. Lee
Sent. Thu Ju] 13 13:50:5] 2006
Subject- Y~: aPM’s impact on single sales


The BPM smackdown in effect. And with less than 150 spins through last weekend since June
2.


~ead from bottom up.


Alan Preed
MUSSC Master/Dance News Producer/On Air
XMSI 8PM - Amerlca’s Dance Hits


[( XM }}) Satell~e ~ad*o







1500 ~ckin~on Place
Na~h~n~ton PC 20002


A~: bea~opia
xmradio.com
bpm.xmrad~o.com
myspace.com/dancerad~o


Seo~: ~ed~esda~, July 12, 2006 2:~7 PH
To: Preed, Alan
Sub3ect: RE: XH Satellite Radio - BPH NaTional Spins


Downloads are just startia9 to kick in - up 1,000~ since you started playing and about 400
this week despite being on only two stations (XM/BPM and KNHC]. Normally, we don’t see
downloads in this range untll we are a~ about 1.5 to 2 m~llion in audience a week (which
takes ~ lot more stations to reach).


This is kind of what we’ve seen ih the initial period before some of our really bi9 hits
broke thru...and It’s cool because this is the [irs[ time we’ve only had satellite spins
on a song (aside from KI~HC) - so we can definitely a~£ribute the sales to your plays.


Her album ls at 36,289 SSCAN units and climbing (sell~ng abou~ 1,000 a week).


..... Oziginal Message .....
From: Freed. Alan {mailto:Alan. Freed@xmradJo.com)
Sent: Wednesday. JulM )2. 2006 9:~7 AM
To:
Subject: HE- XM Sate~ilte Radio - BPH National Sp~ns through 7/9/06


Thanks for the ~nfo0 It’s a hit for us. Any sales data on Jt=







Alan freed


XMBI BPM - America’s Dance Hits
[�( XM ))) Satellite Radio
1500 Eckington Place NE
washington DC 2~902
202.3S0-4133


bpm.xmradio.com
myspace.com/dancerodlo


To: Fzeedo Alan
Subject: RE: XM Satellite Radio - BPM National Sp~ns through


S~w where Plumb hi~ ~I on Spin Facto~ this week - awesome! Thanks again for.all you[
support...
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e


From: _
Sent: Fray, August 18, 2006 3:34 PM


To: ,abrams..Lee


Subject: Re: HEATLOAF ~INER NOTES


Meat Loaf loved doing Liner Notes today*. He truly enjoyed the format and the genuine ,nterest m h~rn as an artist and
Bat


Thank you all so much for your help and suppo~.


Best,


On 8/18/06 I0:46 AM, "Abrams, Lee" <Lee.Abrams@xmradlo corn> wrote:


gre~l thanks just g~ve


From. ~_
Sent: Fn(~y, August 18, 2006 l~).q2 AM
Io: Abra.ms, i,e~ .....


Sugj~c~: ,Re: MEATLOAF LINER NOTES


Hi Lee-! wdl be bring=ng a copy w=th me.


On 8/17/06 6:20 pi’4, "Abrams, Lee" <Lee.Abrams@xmrad~o.com> wrote:


w~{-Can you send us a copy of lhe CD so we can mlest ~t ~n the sslem Io I~oduce Ihe LINER NOTES.sho ¯
Thanks
Lee


From: :
Sent: Th~Jrsday, Au~Just 17, 20~6 6:18 PM
To: Abrams, Lee


~ 312006







"Re: MEATLOAF LINER’NOTES


.sul~ject: RE: ~I~KILO~F tI~ER N01~5


Do you have a copy of the CO to give t(~ ~4~che|le I~o ingest? "


Page 2 of 2.
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..... Original Message .....
F~om: Fox. Sonny
Senl Monday, June 09. 200.3 12 41 PM
To. Abrams. Lee
Co. Har~s. Sleve: Haas. Joel
:ubjecl GOOD NEWS..


Lee,


just calle.d and wen! on and on how our


was making h~s calalog explode!! He is sending me..


The Brand New John Valby cd. "’Operation Fuck traq"
Re-lssue of Robert Klein’s "New teeth" (F~rs[ time on CD) Remember the
original w~lh the cover shol ~nstcle the moulh?
Ja(;k~e Mason’s very brsl CO "i’m the lunniesl man tn the world, nobody
knows iI yel" First hme on CO
Two new Rowan and Martin CD ~ssues
Jeftery Ross (The Jewish kid who does all the Friars Roasts on Comedy
Central)
Prelly Paul Parsons (Very sick comedian}
Jonalhan Winters "Oulpal~enl" CD along wilh "Jonathan Wmlers Live al
lhe
~Mprov ~n 2001" (’His lasl I~ve recording.)


AND lhe original Arnold Swarzlinegger Roasl wilh George Carton and a
casl of
51afs NEVER BEFORE HEARD AND FILTI-IY~ (I wahl Io do a lie In w~lh lhe
-~ease o( Tern]~nator III







~,NI~ his enl~re l~bra~y of roasls from the pasl wllh bean Marbn, Chn!
Easlwood etc.


ll’s all o~ ~l’s way~! XM ~s becoming a FORCEI~


XM Salelt~te Radio tnc
hllp Ilvcww xmracl~o.¢om


Th~s message conla~ns ~nformal~on Ihal may be confide~liat or
prwdegect The informabon is inlended solely lot the {ecip~ent and
use by any othe( party is not aulho~zed. 11 you are not lhe inlended
rec~p~enl, be aware lhal any d~sclosure, copying, distribution or use of
the contehts of lhls mformat~on is prohlblled If you have ~eceived
lh~s eleclron~c lransm~ss~on ~n e[{oF, please nolffy us immed,alely by
telephone (202 380 4000), lax (202 380.4500)or by elecl~onlc ma~!
(’poslrnaster@xm{adlo corn) Thank you







..... Or ........
From.
Seni Sunday, S~pl~mber 07, 2~)~3 10.08 PM
To: Jessie Sco)t
Sub/ecl ’


Hi, Jessie - Needless to say. we owe a fol !o you and XM for bringing us a bunch of new fans -
Ema~ls and o[dors f[om people who heard us on your show We have a brand new album and would
love to fire one oil to you - Which add[ess should we send to’~


Hope all is well w)lh you. We’re gore9 on a Texas lou~ m a few weeks -
Keep rock)ri!!
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From;
Sent: Sund~y, Februan/2~ 1004" 12:22
To: Kenny Cur~G
Subje~:


HJ Kenny-
Thanks fOr the ¢onhnued a~rplay "
could touf: darn lhose 9 k~ds Of ourSt


¯ II’s ex(:~hng Io gel orders from far-flung sfales I| only we


3/2412006







I~u~c I oi- 1


From Cox N~S Se.rv,ce


~ a bye ~ormance on X~’s X Country


3/24/2006







..... Ongmal Message .....
From. Fox. Sonny
Senl. Thursday. November 11. 2004 6 39 AM
To: ,Abrams, Lee
Cc: Kales,
Subject FW


Thoughl you’d enjoy lh~s (slarl at lhe boltom)


" Sonny, Thanks for your e-marl, it really made rne feel lerrd~c~ I’m ~n
Toronto lhese days perlo[ming ~n lhe muslcical. Ha~rspray. I play five
characlors each n~ghl and also understudy Edna and W~lbur Turnblad although
I’ve never been on as lhe understudy Each week I d~ve back Io rny home in
T           "and llslen Io lhe 150 & 151 ~c~..~nnets --It’s really a lerr,f~c
har~nel and XM ~s definilly lhe fulure of radio and TV I would love Io do


oomelhmg w~lh you guys My conlract ~s up Nov. 28i~h and will be av~,ilable
During my sl~nl up here I put oul a CD and ~t’s selling from my webs,re.


Kevmrneaney com. Then il d~recls you to CDbaby corn and they dlslrtbule I1.
They’re a grea! company and can’l beheve Ihe sales ~’ve had since I pui ~!
ou!. Ill send one to you on Monday, Ihat’s when I’m home ~n NY. Thanks
agmn for your kind words and make sure you Oon’l have those bghl panls on!
You can see evep/lhl~-~g! Why do you do lh~s Io us!


..... O~:ig~nal Message .....
Fron-~ Fox. Sonny
Sent Wednesday. November 10, 2004 6:27 PM
To:"
Cc Haas. Joel
Subject RE:"







Aee you pullmng me on"~ 1 wasn’t awa~e you HAD a CD Is lhms really .
panls people here al XM Comedy. send everyth,ng you ever recorded to me at once DO YOU
FtE/kR ME"~ Is Ih,s really Kewn . you’re not on THE CRACK are you"~ You k~ds and lh~ crack.


Send ever~4h~ng to lhe address below and call me. lel’s do a Sland Up S~I Down spec~a i. We can use
your sluff on the family channel too


Sonny Fox
XM Comedy
1.500 Eck~nglon Place NE
Washinglon DC 20002
202 380-4336


..... On.qmal Message .....
From !
To Sonny Fox@xmrad~o corn
Senl: 11/10.t2004 5.22 PM
Sublecl Comedy


Dear Sonny. I’m a big fan ol XM Radio How do I gel my.CD on rolal~on?


"’!ease let me know Regards.


,t







..... Orlqlnal Messaqe-
From
Sent Tuesday. December 13. 2885 1:43
To-
Subject The Love Dogs Say


}I, Bzl] - Just wanted to say thanks SO much for play~n9 our cd "L~ve
And On F~re" on Sluesvllle ~h~s year. Ne’ve been contacted by people
from all over the country who have beard OUr muslc on ZM and are now
fans of the band’ Not to mentaon the many cds we’~e sold on CdBaby as
a darect result of our exposure on XM. Most of us in the band have X~1.
and all are fans of BluesvJlle. so xt’s been a real treat to hear
ourselves on your show. Thanks also (0r your many k:nd words about our


would ~t be ok for me to send you cop,es of our } other cds~ I never
l~We to send unso]ic~ed ma[ec~al, but if you’d l~ke some more Love
Dogs music. I’d be thr~lled to send *t along’


If you’re ~ver in the Boston area. please look us ~p - l~’d be our
~reat pleasure to meet
Happy Holidays ~rom Boston (iS de~rees [oday’|
Eddie Scheer & The Love Dogs


P S     Thanks also for play1n9 [he -l_~sr Call At Harry’s- disc0







Everybody loves a success slory he(e’s another One from a Phdly area p~anJsI we’ve been play.~g on
lO Jackson _
..... Or~i~t Mes~ .....
From:.
Sent: Thur~y, A~nl 1~, 200~ ~0:2~ AH


H=Jackson.


I hope all is well wilh you ! wanted Io lel you know Ihal 1 have been gelling s0 many people
lelhng me |hey’re heard me on XM and really enjoyed whal they heard Jusl the other day | had a genlleman
ema~l me because he and h~s son were dnwng along and suddenly my tune "Four on the Floor" came on and
Son was tt~slantty hooked Io find oul what thai was. They loved Ihe music, did a Google search on my name and
bougbl a 3 CO Sel from me Now h,s son ,s booked on jazz I’ve been gelling slor~e$ hke thai all the lime I can’t
thank you enough for playing my mus,c. There ~s something speoal happemng thai we should talk aboul
because we are really conneclmg wdh people lhrough my mus,c m an emobonal lype o! way whiCh ts exaclly what
I’ve been Iry,ng Io do |or the last 1.’3 years and how I’ve approach play,rig jazz. I also wanted to see i! that
tnv~tabo,q was $ldl open Io come down to the studio and perform w=!h__my.quadel and talk z}boul some ol lhe _
ac¢omphshments and greal things com|ng up I can be ~eached al              of on my celt at,
we have been perform,rig a lot ol new music because I’m Conslanlly wr~hng all Ihe lime and expenment=hg--G~h
new ways to play jazz Thanks aga,n Jackson. Have a greal Easier and I’ll talk wdh you SOOn


K~ndesI reoards.


3/2006







THE L OVE DOGS


ww~v th~lovedogs corn


B~II Wax
XM Satellite RadIo
1500 Eckmglon Place NE
Wash,nglon DC 20002


4/14/06


Dear B~II.


F~rst off, thank you so much for playing our most recent cd "L~ve & On Fire" on XM.
We’ve received emails from allover the country from folks saying they’ve heard our
musmc on XM, and we’ve sold many cds to listeners who o/he~ise would probablY
never have heard of us. As a regional band on an ~ndependent label, the exposure
you’ve given us has been invaluabl!!


Enclosecl are our three previous t~tles, should you have some space in your playl~st at
some later date.


All the bes! to you and even/one at XM!


The Love Dogs







To: ~cf
Subject: )(M Letter


Just a quick thank you [or the letter to let us all know what’s going on with XM. Altho" I am not yet a subscriber
(stan~ing music=an and all!) I am a hq.ge fan of satelhte radm_ XM has exposed our band to a much broader audience
than it ever ieceived through regular radio play. Also. as I have pointed out m severaJ of our r~,cent mlen, iews. my last
lew royalty checks have been exduswely from play on satelhte radio SO I. as an arlisl, have already begun Io see the
benefit of thLs developing format and I am exalted to see it grow.


Solust know that there a~e many adist kke mysell who are behind you because we see and understand the value of
the XM airwaves.


K~nd fe(Jards,


! of~ 10/’24/200~ I 1 "00 AM







S~bjec~ ~ Information







moaic. ~spe¢lal]y thank you [or yov~ k~nd werds and support for gl~es sn oene~l.l had
ope, heart surgery 2 years ago and ~,hzle I was recovering I saw ,
Story on public access T ~. When ] ~a5 ~2ve yea~s old he purchased my f~rs~ ~£~ar and


d~[~erent styles of ~us~c but I a]uays come back co ~he BLUES, ~ter haven9 the surger~ l
remembered talk~a9 to Oohn Lee abou~ a year before he d~e~ and he cold me neve~ forget
what he started So I dec~ded to record ~]eckts~ Rain. I plan [or th~s co be one of many
record~ngs ~or Teddy Lee hooker and I ~ll keep you updated ] am ]oo~sn9 into C D.Baby as
far as__qe._~r~n~ my ~us~c available co the public For no~ you can 9et the C.D d~recr ~rom
me at ~ "" - th~s ~s th~ouoh my management it is also a\,a~la
do~nloa~ at i I lo~e your s~at~oa and ~eel very honored that
you considered play~n9 my


Thank you and keep the blues


..... Original Nessage .....
From Wa._x, B~ %~all~o Bill_Wax@×mrad~o tom>


Sub3ect- ln/orma~on: "


Hey - I have been pla¥~n9 the new disc on XM’s B]uesv~lle and 9ettrn~ a lot of folks
]ook~n9 for a copy of the d~sc. Do you all plan to dxscrmbuce ic ac a}l and ~f so where~


I hope all ~s well w~th you.


wax
Proprietor of Low-F~’s Bar and Pool Hall
Bluesvll]e - xM Satellite Radio
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Billy Ray flatley & the Show Dogs
XI~ credited for band’s worldwide exposure
BY DILL CRAIG
SPt~CLAL CORRESPONDENT
Thursday, August IOo 2006


During the ’90s, musicians who were ignc:red by record companies and/or
corporate radio stations used the internet as an entry point Into the home’s,
hearts and occasionally the wallets of the American listening public.


Those scores of undedoved independent artis|s haven’t g~ven up their Web s~tes ~
but the new millennium brought them a new fmend ~n the form of satelhte radio. If
you’re en search of an endorsement of the greatness of radio from the sky, spend
a couple minutes w~th R~chmond music veteran gdly Ray Halley.


"Xbl has ~lust done remarkable stuff for us," Hatley said over the phone. "I’ve got
e-roads from all over the place and from Europe. I’ve got e-roads from Belgium
and France just begging for the CD."


Bdly Ray Halley and the
Show Dogs


When: 8"30 p n~ fr~dayand
Saturda$,


Where: St~nan~gans, 4017
MacA~thur Ave.


Cover: $~ each


It doesn’t yet carry Kasey Kasem-like prestige, bul look up the Top S0 hst of XFI radlo’s alternative
countW ct~annel, X Country, and you’ll flnd "Deuce," the new album from Halley and h~s Show Dogs (N~ke
Hoore, .llm Wark, R~co Antonelh) s~ttmg pretty at slot No. lO, Just behlnd Peter Rowan and Dave Alwn and
ahead of, among others, Alhson l’4oorer0 Sam Bush and .]ohnn¥ Cash.


"It’s e~otmg for all of us. We came ~nto the charts the first t~me at around 43 and when we made it to 18,
we figured it’s not going to do any better than that," Halley said. "Mtkeo the bass player, does a lot of
travehng and he hears a lot of the songs. He’ll hear one and call me and StlCk the phone to the radio."


Hatley ended up in Xi’4"s heavy rotahon the old-fashioned way. He simply sent the channel’s programming
d~rector a copy of "Deuce."


~l had sent her the first CD and she gave me a pretty good amount of alrplay. Not more than a week or so
after I mailed "Deuce" to her, she e-maded me back that she had lout songs ~n rotahon."


- Halley’s fans wdl find the same strong m~x of rockabilly, country and blues on "Deuce" that attracted them
to the Show Dogs" first album. "More Years Than ]’re Got.~ There are some subtle d4ferences between the
two dlScSo though.


"] d~dn’t really concentrate on ~t but some of the songs on the new album have more of a catch to ~t or
more of a hook to them. i’ve never written songs thinking about that. I’ve never tr~ed to write songs that
were more pop sounding. There are two or three hke "Carolina’ and ’Who’s Gonna Love Me" that are belng
played on XM and ! th~nk ~t has lot do w~th the fact that they’re repetitive and have a hook ~o them."


Though the Show Dogs can now be heard nationwide, if you want the hve version, you’re going to have to
come to R~chmond.


"To do any kind of tounng at all, you got to have some klnd of label support. We’re just local guys."


hrtp://www limesdispatch com/servletlSatclhte?pagename=Common%2FMGAtticle%2FPrintVer.8110/’2006
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Not that there haven’t been offers.


"! got an e-ma~! yesterday from a promoter asking ~f we wanted ~o tour~n New Zealand," Harley sa~d.


And the answer?


"! e-totaled h~m back and sa~d "Heck, yeah, we want to tour m New Zeala~, but who’s paying?’"


This story can be found at: ~esd~atch.com/seryletlSatei~Re~D~.ename= RTD°/~2FHGArt~cle%
2FRTD Basi~r/~cle &%09s = ] ~ &c= HGAr t~cle&c~d = ] ~26~3&pat h = %.21 ~nd°/o


h~tpJ~www~mesdispa~c~Lc~rn/serv~e~Sme~i~e9pagename=C~mm~n%2FMGArtic~e%2FPrintVer. .8/10/2006
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13JII Wax
Propf~eler of Low-FL’s Bar and Pool Hall
Blueswlle - XM Salelhl~ Radio
.....Ortg~nat Message--
From: ¯
Posted At: Monday, August 28, 2006 ~0:~9
Posted To: Great E-rail
Conversation: ~ank y~ Bi~ Wax.
Subject: Thane you 13ill Wax.


.lust wanted to say thanks 13,11.
Every1~me you sp~n "Supecman" or any other
tunes off of my new d~sc - ! sell cd’s!
I have sold at least 20 or so (d’s that are referred
as hawng heard ~t on Blueswlle.
People have ema~led me and told me tb~y heard me on Blueswlle
and v~_~e very impressed and had never heard me before
! cannot thank you enough - I am an ~ndependent artist - and your e~posu~e
~s priceJess.
Peace and God bless ~.he blues~


1 o/I 912006
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Bdl Wax
Proprlelor of Low-FJ’s Bar and Pool Hall
Bluesw!le - XM Satelhte Radio
..... Or~g~na! Messac~


Posted At: Friday, September 0t, 2006 8:45 AM
Posted To: Great E-ma~i
Conversation: For Bdl Wax_
~ubjeG: For I~11 Wax


A friend told me Ihal she heard me doing "Churchbell Blues" on Bluesv~lle last mghl I wanled to lel you know that I
sincerely app[eoale you conbnulng to pray culs horn my CD "Out O! The Past" m your rolatlon Tough to gel an
independent release heard. Your mteresl has been wondedul Thanks again and keep up the excellenl work


Best regards.


! 0! ! 9/2006
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Delroi! News
September 4.2004


"Singer is still adjusting to the spotlight of fame spotlight"
By S usan Wh~lall


Don’t hate Norah Jones lot still bebn9 a ht~le w~de-eyed about her lame Sure. she’s won eigh! Grammys and ~old 18
million urals, but she’s lusl 25. an age when many Americans are st~!l ~n full slacker mode


When you menl~on her duet. "Here We Go Agmn." on the new Ray Charles album - Genius Loves Company" (Concord),
Jones reverts to bern9 a g~ddy kid.


"! felt a tlllle weird staging w~th Ray Charles." Jones confesses. "I’m 2.5. I have a young voice I shouldn’l be s~ngmg w,th
Ray Charles lechmcalty, but I’m not going to turn tt down."


Oespffe her fears, on the song she assays w,lh Charles. ms class}c "Here We Go Agatn." Jones d~spl~ys her usual
malute-beyond-her-years, languid wbe


"He made me feet so good when we were recording, he’d say, "Yeah. g~rl|~ "" Jones laughs "1 was Ihmkmg. "You’re
k~ddmg me. you’re tricking Ray Charlesr"


Despite Charles" frmlly (he cited June ~0). "’He went in and he k~lled it." she says of hts vocal


Wah Amos Lee opening, Jones performs Wednesday a! the Meadow B~ook Mus=c Festival.


Desp~le. or maybe because of. he~ splashy debut on Blue Note Records tn 2002 w~th "Come Away W~th Me," Jones has
been whq~-sawen! by" controversy She’s too prelty, she’s not aulhent,c jazz. her father’s fame helpecl her Jones" father
was Indian music legend Rav~ Shankar. but she was raised quietly in Texas by her mother’. Sue Jones, and had I~ttle
cOntact w~th Elm growing up


VVh~le much has been made of her ~azzy roots, she ~s as obsessed w~th country music, and played for years m lolk
coffeehouses


¯ ’! really love the new lo{etta Lynn record {’Van Leaf Rose.’) produced by Jack White) Plus |ols o! counlry music or


| 0/1912006
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counln/-ish. Lucmda W~lliams. stuff like that"


Sh~ also bslens Io XI~ Satell~le Radio’s "Soul $1reel" channel wh~le in lhe balht~b. ~h~h maizes it ha~d fo~ he~ Io grab
pen and write down a really cool song when ~1 comes on


Jones" inlr~gumg blend of influences leads her to song choices such as Hank W~lllams" "’Cold, Cold Head" - allhough she
chose to ~ecord the song ~n pad because she heard singer Dinah Wash~nglon’s R&B version of iI


Jones ~s a big fan of Washington. especially her sensual, mischievous s~de


"How did she get away with Ihat stuff back then?" the stager says "1 especially wonder when I hear thai One about her
dent,st.." JOneS laughs


Like her ~dol Charles. Jones ~s a stager equally al home smg~ng ~ountq/or ro~k, she ~ecently dueled v,,~lh Rolbng Slone
Ke~lh R~chards on the song "Love Hurls" on a recent lr~bule lo Gram Parsons.


Her one [egrel m all the frenzy o1’ Ihe lasl few years is that it’s given her l~ttle brae to compose songs


"1 get respired Io wnle when I hsten !o~ music I love," Jones says "It spawns something Hey. rm not a gen:us. I need to
get ~I from someplace~"


No[ah Jones
w~lh Amos Lee
Meadow Brook Music Festival° Rochesler
B p m Wednesday
Tickets $61 pavilion and $28 lawn. includes $3 parking fee
Call (248) 645-6666
or go Io llcketmasle¢


1011912006







Joel Haas - Music Director/Comedy
XM Radio Satellite
1500 Eckingk)n Place NE
Washington, DC 20002-2194


How.gop.s it? I appreciate the alr pla~" you are giving me. Pe~. pie tell me all .the .


t~me they hear me on XM Radio. I just linished recording a new CD called th~


"Rain Delay’. If there is anything off this CD lhat you r~ke, be my guest to use it.


Continued success. All the best_


Sincerely,







Joel Haas
Comedy Director
XM Comedy & Laugh USA
XM Satellite Radio
I500 Eckington Place NE
Washington, DC 20002


Hi Joel,


How’s i! goin? I hope your summer is treatin’ you fight.


I recently received a check from BMI for plays on XM. It was my first time receiving
royalty payments for my musical comedy and it felt gleat. WhiIe I did deposil the
check, you can bet I made a copy to hang on the wall of my home studio.


Between that and the cd sales I’ve had as a result of play on XM (in one case due to a fan
who contacted you directly and you were gracious and helpful letting them know my
name and album title.), I just wanted you know much I appreciate XM Comedy and
mo~e specifically, you at the wheel.


.You’ll find a little gesture of thanks with this letter. Recently, I’ve had a number of
[fiends become new parents. I recorded some originals and covers, done lullaby-style.
It turned out to be a really fun, peaceful little album for which l’ve received great
responses. I thought with all the comedy cds you have to listen to, it might be a nice
break for you.


Thanks again for all your work and the exposure you’ve given me. I hope you enjoy the
album.


Sincerely,







.... Or
From:
Sent: Friday, O~t’ob~r 0], 2004 9:18 PH
To:                           "
Subject: RE: F1~tch Fatel


M)Ich’s websile ~s fete)ring a nohceable inc.’ease ff~ Ifaflic on the days XM plays M~tch Fatel tcaeks, and
more ~mporlanlly a noliceable sp~ke in CO sales


THANKS!


..... Ongmal Message .....
From
Sent: Fnday, October 01, 2004 2:07 PH
To: ’.
Subjed: FW: H~tch Fatet


\Vc’r¢ gelling s~vcral treads lik~ zh~s N~cc~


..... Original Me.~.~ gc .....
From XMRa(ho~Ncladd~chon mg [~)~dm.XM.R;L,J~-,f,i.’~,’.c~a~kh~fi~n ur,=’]
Sere F~day, Ocmbe~ 01, 2004 4 08 PM
To" xmcomcdy(~xmrad~o corn


312412006
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!~11 Wax
PioprBetor of Low-F~’s 8at and Pool Hall
BhJeswlle - XM Satelhle Rad~o
..... Original Message .....
From: *                                            ~}
Sent: Wednesday, March I’~, 2006 9:21 AM -
To: Wax, Bill
Subject: Ern~e HawkBns


Dear Bdl.
We ale gelling a great response Io a~rplay on Blueswlle


exposure
All Ihe best,


Ern~e and I can’t thank you enough for Ih~s kznd o[


Blues-~evue In a musical chmale Ihaf seems increasingly narrow and impersonal, d’s relresh,ng 1o encounter
a release gmcled SOlely by prinoples oi a~shc convtcl~n.


O~gltal Blues I luSl get ~uch a tholl when a CO bke Ih~ comes along, a man. a gudar, a fr,end or two and some
old slyle pmk,ng thal dazzles


Peler ~erryman Ih~s CD {Rags and Bones) ~s Oeyood speclacular flow on eanh do you On ~l~ II lh~s lh~ng ha0
g~o0ves, rd weal lhem oul


3/) M2006







..... Original Message .....
From ...........
Senl Tuesday, Mar~h 16, 2004 2~10 I~M
To: Jessie Scoll
Subjecl: ]-hanks!


Hey there.,


Tommy says he gol the check for lhe CDs, so thanks! We’re aclually w~thin sp~lllng distance of
breaking even~ Conside{ing we had a few set-backs here and theie, the record has been out a year
lhis week, Tommy has aclually made money the firsl time on a record, and ~I was all possible
because of you folks al XM. I sing yqur praises whenever I can - I don’l have much opporlunJly, bul
when I do. I go {or


rll iel you know whenever someone else ~s gelling ready Io head lhal way an when ,rmakg~_ sense to
send them to see you.


Thanks again.







..... Or,o,n~l Ivzessa(~e .....
From: !
.Sent: Wednesday, Ppr,l ]2, 2006 10:qS AM
To: Wax,
Subjet-t: Re. ~ng Reques{


Dear B~II.


lhanks so mu~ for gelling lhe Hel~oun~ some sp~ns on Blues~lle~ They are sla~ihg Io nob¢e aft
~ease ~ Ibe~r CD sales s~n~ y~e been playing lhe~r sluff The guys asked ~f I cou~ sen~ you all of lhe~r
upcoming dales so Ibal ~l you would hke Io mention where lhey are ~ay~g ( I hea~ you guys menhoned Blues
C~ly lh~s week~. THANKS~ } ~n lhe g~om~g moths


He(e ~s what lhey have comzng up


Sal 4122 The Poorhouse. FI Lauderdale FL


Wed 4126 The Bam~o Room l Indusl~ Showcase, Lake Worlh FL


Ff~ 515 The Sebashan Beach Inn. Sebasban FL


Sat 516 The Ho~e ol Blues. Odando FL


Fr~ & Sal 5112-13 The Hurricane Gr~II. ~aralhon FL


Fr~ ~19 The Beer House. Coral Gables FL


Frz 6116 Soulh Shores I Ouldoo~ Slage. Lake Wo~h FL


Sal 611 7 The Beach Shack. Cocoa Bea~ FL


The{e wdl be mdre Io come an~ we are t~ng Io gel lhem ~ a lout h~lh~ olher
places besides FL laler on lh~s ~ar . lh~ks ~ga~ Bdl I~ BII you’ve
lof ~ and I ~dl lel you know ~I l’m go~ng Io be ~n you{ a~e@ so we ~an meel
person and hang oul for a whde


Besl~


5/9/2006







Sent: ~ednesday, July 12, 2006 11:28 ~1
To: Wa~,
S~b]e~t. ~E- David Gogo~Ma~llng L~st Fee4back


Hy pleasure. It’s always great to know direct from the fans
where they ~re actually hearin9 about an artlst and for most in the
U.S., it’s been through your program.


Really look forward [o hearlng ~he final m*~ and I’m sure
we’ll put them CO good use-


Thanks Again,


..... Origlnal Message .....
Fr~n: Wax, Bzll [mailto:Bill.Wax@xmradio.com}
Sent- _wednesdav~ July ]P pnnA ~-,~ AM
To:
-ub~ecto RE. David Gogo/Mai]ing L~ Feedback







thanks for passing this on to me.
final mix of David’s songs here in Bluesville.
fo~ you a11.


Thanks fo~ all your support.


5ill Wax
Proprietor of Low-Fl’s’Bar and Pool Hall
Bluesville - XH Satellite Radio


sent you a CD of the
hope they are useful


;
Sent: Wednesday, 0uly 12, 2006 10:56 AM
To: Wax, Bill
Subject: David Gogo/Hailin9 bist Feedback


Hello Bill,


Here’s one of a number of people who have discovered David Gogo
through listenin9 to your program_


Thanks again for all of your support!


Sincerely,


NAME.


IP ~DDR:
ADDRESS I:
ADDRESS 2:
CITY: CARROLLTON
PROV/STATE: MS.
COLFNTRY: U.S.A.
POSTAD CODE: 38~1~
PHONE:
HOW DID YOU FI~D US?: SURFING THE NET FOR INFO ON DAVID
COMHENTS: XM RADIO STATION ’BLUESVILLE’ BROUGHT DAVID GOGO TO MY
ATTENTION ..... LOVE HIS ~!SIC


No virus found in this incoming message.
Checked by AVG Free Edition.
Version- ~.1.394 / V~rus Database- 268.9.10/386 - Release Date:
7/12/2006


NO virus found in this ~ncomin9 message.
Checked by AVG Free Edition.
Version ~.l 394 / Virus Database: 268.9.10/386 - Release Date:
7/1212006
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Bill Wax
Pfopr=elor of Low-FCs Bar and Pool Hall
Bluesv,lle - XM Salelhle Rad=o


From-
Sent: Wednesday, A~just 16, 2006 12:33 PM
To: Wax, Bill
Subjed: Jimmy Th~ckery - October vi~t to XM


H~ there 8dl - hope oil ,s well w/you!


Things are So~r~j great here @ Sovoyl Reba & Jimmy have o couple of co-bill festivals this month and they’re
fired up obout t~tm~
Also. [ ~nt to thank you o~m for o!1 of your effortsm My promoters (~pecml~ out w~st) ar~ just blown
cv~hm~ someone calls them o~ut o show they h~rd ~no~c~d onXM Z have one 9~ (way off th~ b~t~n
path) ~n ~olorado who couldn’t believe *t when f~ started calling h~m about o Thocke~ show h~ produced back m
late ]~e. He sa~d t~l the response from fans. who heordobout ,t on XM. really ca~ht him off guard.
Anyway. just wonted to pass ~hat along.. I’m Sure ~t’s ol~ays rewording to hear that your efforts ore actually
workm~I111


I O/19/2006
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Hey. looks I~ke I’m gore9 to trove 3~mmy m DC an Oct 16 & 17. He wdl be ovoilable for o sludm wsit if you ore
interested. Unfortunotely. we won’t hove the bond there but 3immy would stdf LOVE to stop by on~l hangout
awhile_


Are you otto, haling the Helena f~t=vol th~s year? I have the b~
night.


,Speaking of Reba. I stdl intend on brlntj~ng h~r her~ (Roanoke) for o weekend sometime this follAwnter....VII keep
you posted on tbot.I Z also have a new DVD of her performance m Toronto this post ,lune.....good stu ffllll! Need to
send you a copy if you don’t elreody hove ~t.


All lhe best!


I 0/! 9/2006







.....Or!ginal M ms_ s_ _a.ge:---_- .....
F~om:     --
Senl: Fnday, No-vember t5. 200~ 9.56 AM    -
To: progra mming@xmrad~o.com
Subject Programming: Miscellaneous CommenlslQuestions


First Name." -
Last Name:
XM Subscriber: true
Ema~l Address


Comment.
When I bough! my XM, the salesman lord me I woutd no longer need my CD’s. W~th lhe vanety o!
music, I would Ifslen Io [he XM radio all the l~me. My purchases have aclually increased because I
hear songs I haven’t heard m years. I also buy music I would never have heard on comme[c~a! radfo.


I LOVE XM!!!.I!!


X]VI-LOGA~ E×.23







....Odgi.n.a.IMes.sa.g.e.- .... . _
From:: ........
Senl: Tuesday’, J~nuary 51, ~003 1-1:05 AM
To: p~ogramming@xmrad~o corn
Subjecl: Programming: Miscellaneous Comments/Queslions


F~rst Name:
Last Name:
XM Subscriber: true
Email Address:


Comment
i would just like to say I love the XM service, lye had s=nce it first started in my area (N J). and I just
wanted to say thank you for what you’ve offered. The sheere fact that channels change, and things
are conslanlly being updated is a great sign that shows that you care about your customers. This =s
the besl sen~ce lhat I have ever bought, and I have never looked back on =t Furthermore, I never
bought too many CD’s m the pasl, bul now w~th arhsls names and lilies being shown, I am go~ng oul
and buying CD’S of bands that ! have never heard before. Thanks again for the awesome service
you provide







P~ge ~ of I


I just heard the *Let It R~pp" World Broadcast Premtere on XM Satelhte Radio’s
"Watercolors" channel It’s d=fferent than any olher R=pp5 release, but =t’s
excellent. I’m looking ~orward to p~ck=n9 up the CO on(e ~t’s


3/24,’2006


3/24/2006







.... -Or ig.~nal.Me ssage---.- . _
~:ro.r~=.
Sent: Tue_s(~y, May 27, 2003 5:57 PM
3to: Brian Chamberlain
~;ubject: ] like


Tlelio Brian,


]jusl wanled to send a quick note and say ihal ]just LOVE lhe new single "Prove Yourself" by .loan
A~natrading. t ~ ~oin~ to buy the ~D Ibis w~k. ] bare only hea~d ~I on X~ ~a£e, and withoul m7
~ subscript=on ] woeidn’l hav~ ~v~n ~own about


W~ aren’t ~v~n pla~in~ it at all on ~ili~s 9~inn~polk?~?~
lh~ "major market" slalions anymore but her music =sjust ~r~t.


~va~, tb~s £or lh~ station and ~]1 your bard wor~.
hours a w~k h~rc at lh~ ~Sl~onclav~


Best regards-


3/241200~







Ted Kelly
Program Director,
UPOP XM291Woddspace
Director. Global Media Marketing and Promotion, Woddspace Corporation
41h Floor, 2400 N St. N W. Washington D.C. 20037
202.969.6478
www.ledk ellyworld.com
tkelly@wo~tdspace.com


From:
Dale" 6/10t0:~
Hey Ted.


I heard The Alarms’ "Boys Of Summer" on U-Pop yeslerday. AWESOMELY! I just
love U-Pop and I have heard a lot of cool music from the station.


I just ordered the new Simply Red album, and the Cardigans new CD from
www secondsounds com. II’s an online UK music store, as Ihose albums are not
released here. I wouldn’t even know about them if not for XM29!!!
Keep playing Royksopp’s "Eple" more!







..... Original Message ....
From:
Senl: Thursday, Augu-sl 14, 2003 10:3,~/~M
To. lob~@xmradio corn
Subjecl: Ugly Duckling


Toby.


Loving that Ugly Duckling. I order ~t lh~s week after you gave me lhe web s~te. Thanks


You guys are k,llmg me. I thought I would save money on CD’s by having XM. instead I keep buying
more.







Message Pagc ! of 2


..... Original Hessage .....
From: Chamberlain, Br~an
Sent: Wednesday. September 03, 2003 8:43
To:
Subject: RE- Tor~ Amos Song Assistance


Good e~rs~ You DID hear Ton Amos The song was called "Carbon" off her 2002 "Scarlet’s Walk" CD (on
Epic Records )


Safe travels, and e~loy Ihe d~scl


Brian Chamberlain
~]~,~C I0~ 01 A4 US~C of In terludes


XM Cafel XM 45
Xfl Salethle Radio
1500 Eckinglon Place. N.E.
Wash~nglon, D C. 20002


P-202 380 4454
F-202.380 4444
.www xKu’~O~o
Cale Studio -1.866 542.CAF1~
Cafe [mail- x.mc ale.~m, ra..dio.cem.
C31e Wcbpage- ~l.lp://~x~31_� ~.m. radi.o.co.m.


3/24/2006


..... Ono~nal Hessaoe .....
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Sent: Tuesday, September 02. 2003 9:39 PM
To: xmcafe@xmradio.com
Subje~: Tori Amos Song Assistance


Good evening,


am In/trig to lind the lille to a song i heard on the Care today ..it has to do w~lh "eyes" and ~| was in
set w~th David Gray’s "Real Love" and a I~ack by R.E M. around 11o12 P M. Paofic Standard


Time. ! was drw~ng back from L A. to Vegas I would like to buy thai CD....Thanks!


3/24/2006







.....Original Message ....


Sent_ Friday,, Seplember 19. 2003 2 03 PM
To: Watercolors
SubleCl: Re Song Request


Thanks so much, Lily. I ordered Ihe CD and can’l wa~l Io get it You’ve just been great.


.... Original Message ....
Frorn:__"Watercolors" <watercolors@xrnradio_ .corn>
To: "
Sen~ -l-hursda~,. September 18, 200g 9".’~2 AM
Subject: RE. Song Request


> Hi
> Oh yah! I’ve got you~ mystery artist the song you heard was "Love
> Calls" by Kern. H~s album ~s called Kern~stfy and was just ~eleased in
March
> on Molown records hltp’llwww.kemistryreco~ds.¢omlmam him


> Happy Hunting.







> d~r,-;c’teur de musique & on-air guide
> watercolors, xm7 I
> watercolors@ xmrad=o.com


Odgin.al Message----
> From:
> Sent: Wednesday. Sep[~-~e~ I~-20034:53-PM
~ To: Watercolors
> Subject: Re: Song Request


> Ht Lily,
> I think 1 may have heard my song yesterday (Tues, Sept. 16) al 4:42 pm
> (CS-I). I know it has the phrase, "There’s nowhere Io hide when love
> calls your name" Got any ~dea who it =s?


Or=ginal Message .....
> From_"Wate rc_olors"__<w, aterc_olor s@xmradio.com>
> To: ’
> Sent: Wednesday, September 10, 2003 9:18 AM
> Subject: RE: Song Request


>


>>Hi
> > I’m n(~t’gwing up YET! Wow, what an effort~ And ~t seems we stdl
> > haven’t found your mystery tune. I went back to the day 9_03 03 and
> > made a list of all the male vocals played between loam and 8pro
> > easternlgam and
> 7pro
> > central. Here is whal I came up with.
>>
> > EasternlCenlrallArtisllSon9 Title
>>


> > 10:39am elg:39am c El DebargelDindi


> >- 11.28am e110:28am c W=II DowningoDon’t Talk To Me L~ke Thai


> > 11.51am e/10-51am c Walter Beasley-Do You Wanna Dance
>>


> > 1"03am e112 03pro c George I~uke-No Rhyme, No Reason
>>


> > 1:28pro el 12:28pm c P~eces of a Oream i/Maxi Priest-Pieces
>>
> :> 2:14pro e/1:14pm c Ephraim Lewis-Drowmng In Your Eyes
>>


> > 2 37pro e/1:37pm c Watter’Beasley - Don’! Know Why


> > 5:55pm e/4 55pro c Bobby Caldwell - Stuck On You
>>







> ~, ~’2t~m e! 5.21pm c AI Jarreau - II’s How You Say I!


> > 7:12pm e/6:t2pm c Joe Sample f/Take Six - U Turn


> > 7:55pm el 6 55pro c M~chael Franks -The Lady Wants To KnSw


> > If none of these songs fit the descnplion, keep listemng, you’ll
> probably
> > hear that son9 again on Watercolors someday down the line. Once
> > again, I hope this mformalion helps! Sure. there’s a million olher
> > things al work


>I
> > SHOULD be doing, bul I want you 1o find your song toot Take care,


> > L~ly
>>
> > lily
> > direcleu[ de musique & on-a~r guide
> > watercolors, xm71
> > watercolors!~xmrad=o.com
>>
>>


> > ..... Ong~nal Mes.sage_- .... "
> > From:
> > Sent Tuesday, September 09, 2003 2 12 PM
> > To: Watercolors
> > Sub~lect" Re Song Requesl


> > HI Lily,
> > I have about decided =t had to be Bobby Caldwell. "Stuck on You"
> > isn’t
> the


> song, but I really don’t think anyone else sounds quite I~ke him and
that’s
> the f0rsl person who popped inlo my mind wh~le the song was playing.
> You know he has that smooth, velvety sound. Anyway, I am giving up
> and I am
so
> grateful for all the lime you have pul in try~n9 to help me You’re


real
> trooper! I just love hstening to you and am there even] day. If a
> song plays on Watercolors what are lhe chances that I wzll hear it
> again? Do
you
> guys repeal often? If ! hear ~I agmn, I w~ll be sure to nol0ce the
> exact l~me. Thanks again for your efforts. It’s been great
> corresponding w~lh


> celebnly!~!!







~> ---’- Original Message ---
> > From: "Watercolors" <w. a_t_ercotors@x_m_ra.d.io.c.om.>
> :> TO: ’
> ~ Sent: -luesday, September ~9. 2003 10:03-AM
> :> Subject: RE. Song Request


> :- > Hi again...
:> > > We may just f;nd this song somedayI t checked during the 4:30-5pm
> > > central time on 9 3 03 and found a Bobby Caldwell song that played
>>>at
> > 4.54pm
> > > central. The song was "Stuck On You" by Bobby Caldwell, from his
> > > 1996 release called Blue Condilon. This album is stdl
> > > inprint., and perhaps THIS is the song you heard1 Cross you
> > > fingers


> > > Have a great day,
> > > hly ’
> > > cfirecteur de mus~que & on-air guide
> > > walercolors, xm71
> > > watercolors@xmradio


> > > ..... Original Message
> > > From.
> > > Sent" Monday, September 08, 2003 1.02 PM
> > > To: Watercolors
>> > Subject: Re. Song Request


> > > Hello again,
> > > t listened on the internet to Max~ Pr]est...shll not him. Maybe
>> > it was between 4:30 and 5:00. Noon hour and 4"30 - 5"00 are
>> > really the only
> > times


> > I am in my car to hsten. I{ ~t wasn’t m the afternoon I guess
> > we are
> ROt
> > going to find d. It just was SO hauntingly beauhful. You know
> > how
> Bobby
> > Caldwell has thai certain smooth sound...weil this guy had that
> > same quahty. Sorry ! have been such a pa=n You know, you
> > certainly are a
> nice
> > person to put up with this.
> > ..... Original Message ....
> > From: ’~/Va|ercolors" <walercolors@×mrad~o corn>


q







>’> > Se~t: Monda~, Seplember 08, 2003 10.37 AM
> > > Gubject:_RE: Song Request


>>>>HI
> > > > Ok, I checked during the noon hour and came up w~lh this- The
> > > > group P~eces of a Dream played at 12:26pm central. The song was
> > > > lhe lille lrack "Pieces" lealunng the vocals of Max~ Priest.
> > > > You’ll fmd it on the
> > > Pieces
> > > > of a Dream album called Pieces from 1997 which is still inprint.
> > > > Let me know if we’ve found your mystery lune!!


> > > > lily


> > > > ..... Original Messa_~e
> > > > From
>> > :> Sen!: I~londay, Sepler~ber 08-, 26~"~ 10:36 AM --
>> > > To" Walercolors
> > > > Subjecl: Re: Song Requesl


> > > > Hi
> > > > If you’re not sick of me by now, you should beI Sorry. that’s
>> > > not it either. Could you try one more thing? How about belween
> > > > 12:30pm
> > > > (CST)
> > > and
>> > > 1:00pro and maybe between ,4 30pro (CST) and 5:00pro. All on
> > > > 9/3103 If Ibis doesn’t work. I give up. i won’! bother you
> > > > again. Thank you so much
> > > for
> > > > try=ng. You are a dear.


> > > > ..... Original Message ....
> > > > From- "Walercolors" <watercolors@x..rnrad~o.com>
>>> >To:
> > > > Senl: Fn~ay, Septe~nb~r 05~-~003 1:36
> > > > Subject: RE: Song Request


>>>>>Hi ....
> > > > > Well, let’s try again.. On 9.03.03 Ephrmm Lew~s "Drowning in
> > > > > Your Eyes" played at 1:17p central, lhen, another male vocal
> > > > > played al 139p central. It was Waller Beasley’s versIon of
> > > > > the Norah Jones tone "Don’t Know Why" from his most recent
> > > > > album called Go W~th The Flow Could that
>>>>be
> > > > > it? I hope th~s mformabon helps. Let me know il we’ve
> > > > > discovered Ihe nghl song!







~’> dlrecteur de mussque ~ on-aIr guide
> > watercolors, xm71
> ~ watercolors@)<mradio corn


> > .... Original Message
> > From" --
> > Sent: Friday, ~eplem~er 05, 2003 2.01 PM
> > To" Wate~co~s
> >Subjec{: Re: Song Request


> > Hi again Lily.
> > I’m sl~ll l~ng !o f~nd out who lhe vocafisl was a~und
> > 1 .~pm
> > (CST) on 9103103_ Did you play any Bobby Catdwell music around
> > t~t t,me? Could
> have
> > been a I~ttle befo[e or after Ihal time. I’m t~ng so hard
> > to ~d out
>who
> > ~t was. Thanks;


> > .... Original Message .....
> > From. "Watercolors" <walercolors~xmradio corn>


>>> >>~o:: ......
> > Senl: Fnday, September’5, 2003 9:06 AM
> > Sub/ecl; RE. Song Requesl


>>>>>>Hi
> > > Welcome to the XM family. Thanks for spending t~me with
> > > Watercolors~ i’ve got the answer Io your mysle~ tune_ At
> > > 2-17pm easterntl:lTpm central on 9~/03 we played "Drowning
> > > In You[ Eyes" by Ephrmm Lewis from lhe album Skin. The
> > > album is st~ll inpnnt and was released ~n 1992. I hope
> > > {h~s mfo helps on your quest Ior new music. Happy


> > > Lel us know if you have any more musical quesl~ns, lily
> > > d~[ecleur de musique & on-air guide wale[colors, xm71
> > > watercolors@xm[ad~o corn


> > > ..... Odg~nal Mes~age---:-
> > > From


> > Sent" Thu{sday, September 04, 2003 12 07 PM
> > To. w~tefcolors@xm~ad~o.com
> > Sublet{: Song Request







>7>>>>
> .~ > > > > XMRADIO.COM Song Requesl


>>>>>>wouldl~elo
>>>> > >hear-


>> >> > >Adisl Nol
> > > > > > Tdfe- Nol sure


> > > > > > [~slene~’s
> > > > > > ~h~s ~s for Walerco!o~s (71) Please help. A song
> > > > > > somewhe[e close


> > > > > > 1.00 pm (CS~) on 09103103 and I need lo know Ihe ad~sl and
>> >> >> I~ble II


> > > > > > a male vocal~s~ a~d he had ~uch a wo~e~uf sound Sounded


> > > > > > do~’l lh~nk ~1 was h~m Can you ptea~e check ~ou~ schedu{e


> > > > > find
> > > > > > oul who he was. Please I1 could have been anywhere
- > > > > > belween 1255 and 1-15 I w~ll appreciate Ih~s So much~
~> > >>> Thanks                "







..... Original Message .....
From: Tobi
Senl: Tuesday. September 23, 2003 10:21 AM
To:
Subj(~cti RE: Caese~:s


Ihat Iotally rules l~molhy p...you’ll lolally dig thai caesars album.._and i’m sure youll look snazzy in
your new xmu l-shirt :)
as for the amer{can analog set...their lalesl album is called "promise of love" and lhe album before
thai ~s called "know by heart’...lhe latter is one of my all t~me favorite albums ever...il’s so beauttfui...il
soothes my soul. ~! you p~ck up e~lher album ~’m sure you’ll be pleased...~! you can only ptck one of
the hNO...~’d recommend "know by heart." let me know what you think ~f you pick up either or both.
the meanlime...lhanks so much for all of your support of the U.


have a super lab day .tobi )


..... Original Message .... .-_
From: ".
Sent: Tuesday,, Sel~ember 2~, ~(J~-9:4-9-AM
To: xmu@xtnradio.com
Subject Caesers







! ~i~<e the C~ese~s "Jerk ~! Ou~" ~nd so ~ ~us~ ~ent ~o amezon.com and
ordered the albumI I lh~nk this American Analog cut you’re playing,
pretty good, Ioo Last night I got a brand new XMU T sh;d from
XMFanSlore.com. I’m wearing il today. Hope all Is going along smoolhly
down in lhe Hub. Have a great day,
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Fanatic


Joined: 09
May 2003
Posts 397
Location:
Washington
DC


[OPosted- Thu Sep 18. 2003 I !:31 am Post subject:


IOK, here’s my beefwith XMU


It’s too good!!!! ARGHHHH!!! STOP IT!! I keep |oading up my Amazon cart with new
stuff, but when the hell do i have tram to listen to these CDs since there’s always
something cool on XlM~’??"~







From:
Sent: Wednesday, October08, 2003 2:32
To: finetuning@xmrad=o.com
Subject: Song...


! was hslemng to F~ne Tumng yesterday and heard the last. few seconds O! a gloat song. It was based on
S~bel~use’s Finland~a and had a female vocal set aga)nsl the lune of thai beaul~lul class~l p~ce. ~ ~u happen
to know ~he name of lhat song and ~he a~ist~ i ~ant ~t


Thanks so much and PS - FINE TUNING IS THE BEST CHANNEl. ON XM BY FARtm~!!’!~!!


3f24/2006







..... Original Me_ssage .....
From"
Sent: Wednesday. O~tober 22, 200-3 2:39 PM-
To. watercolors@xmradio.com
Subject: RE: Song Request


Thank you very much. I wIll go out loday and purchase thal cd.


>From: Watercolors <walercolors@xmrad~o.com>
>To: .....
>Subjecl IRE- Song Requesl
>Date: Wed. 22 Ocl 2003 10:09"27 -0400


>Hi !
> Thanksfor spending time w~lh Watercolors, and welcome Io the XM
>lam,lyt I’ve got lhe answer to your mysten] tune. The song ~s "L~ght
>Above The Trees" by Ke~ko Malsui from her release A Drop of Water. The
>album was originally released m 1987, and lucky you...lhe CD was
>reissued (w~th a bonus track) in June of th~s year. I’ve attached a
>pic of the cover art of Ihe 2003 version. Let us know if you’ve got
>any more musical questions.


>


>Happy hunting.
"-lily







~,direcleur de musique & on-air guide
¯ >~,~ateieolors, xrn71


>watercolors@xrnrad~o.com


>.


Original Message .....
>From:
>Senl Tuesday, October 21, 2003 ~11:29 PM
>To: walercolofs@xmrad~o.com
>Subjecl: Song Request
>


>


>XMRADtO COM Song Requesl


>


>!o
>hear:


>


>Arlisl: Keiko Malsu~
>Tille: Lighl from the ?
>


>Lislener’s Comments:


would like


>1 want to know lhe whole lille to lhal song because I am ~nteresled in
>purchasing lhal cd from that arbsl. I am no! sure whal the rest of
>the I~lle is because on my Sony XM Radio only showed what you see in
>song title.
>


>


>XM Satellite Radio Inc
>htlp.llwww.xmfadio.com
>


>Th~s message conlains ~nformabon thal may be confidential or
>privileged The information is intended solely for the recipient and
>use by any othe[ party is not authorized. If you a~e not the intended
>recipient, be aware that any disclosure, copying, dislribulion or use
>of the conlenls of this ~nformation is prohibited. If you have
>received lhis eleclron~c transmission m error, please notify us
>immediately by telephone (202 380.4000), fax (202.380.4500) or by
>electromc mall (postmaster@xm~ad~o.com).


><< f93028sehi411] jpg >>


See when you[ |nends ate online wJlh MSN Messenger 6.0 Download ~l now
FREE! hltp:flms nmessenger-download.com
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---=Original Message .....
From:
Sent: Wednesday, October 29, 2003 3:40 PH "
To: Wax, Bill
Subje~-t: Song Question


ArlIsI: Preston ..
Tdle M~dmght .


Can you fill =n the resl? Whal album is lh~s l~o{n?
Playe(I 7.07PM Easlern 10129/2003


It would be greal for all ol us early XM-ers Ihat have unds Ihat don’l d=splay the lull arh$l/htle ~nformatlon
page for each channel d=splayed Ibe recent play I[sl so we wouldn’t have to ema~i all the lime ask=rig what il was
that was on based on a panhat title.


rve gone as fer as having a cus!om booklel des=gned lo keep in the car thal I can wnle down dale. I~ne. arl~sl.
bile & channel so I can fred out Ihe full ~nfo later..~=nce I’ve been a subscnber. I have purchased over 300 CO’s,
many from mus=c heard on Bluesv¢le


Thanks







..... OrIginal Message .....
From:
Sent: Wednesday, ~overnber 26, 5003 8:36 AM
To: Watercolors
Subject: RE- Song Request


Thank you so much for the inforrnation. It =s nice to know that I can find oul what the songs are so I
can buy the cd’s. I really enjoy the station It is my favorite station; Happy Thanksgivingr


>Hi-
" Thank~ for spending time with Watercolors, and welcome to the XM


family! I have Ihe answer to your mystery lunes. On Sal. November
22, 2003 at 6:55pm easter~15:55pm central, AI Ja~reau sang "Just To Be
Loved" - lhal song ts on his album called Tomorrow Today. lhe
following song was by a group called 3~’d Force. "i I~eheve In You" is
on the 3rd Force album Gentle Force.


Happy hunting,
I~ly
d~recleur de mus~que & on-ai~ guIde
watercolors, xm71
watercolors@xrnradlo corn


> .... Or~gj£nal Message ....
> From:







>S’e~.t° Sunday, November 23, 2003 5:06 PM
~"To:"vv~tercolo~s@xmradio corn
> Subject: Song Request


>


> XtvlRADIO COM Song Request


:>


>!


> hear:


> Ad~sl: Don’t know
> Title: don’t know


~ Listener’s ¢ommenls:


would like


! heard, a song last n~ghl on Novembe~ 22nd at 5:55 p.m. - Cenlrat T~me


> vocals - would love to know who lhe group ts so I can get tt. That
> was the second time I heard it and its wonderful. The song alterwards
> as well I would I~ke to know about. Thanks. Caroline


XM Saleltite Radio Inc
hllp’//www xmrad;e.com


Th=s message contains informal,on that may be confidenttal or
priwleged. ]he information is intended solely for the recipient and
use by any other party is not authorized. II you are nol the intended
recipient, be aware that any d~sclosure, copying, d=stribution or use
ol the contenls of lhis informalion is prohibited. If you have
received this eleclron~c transmission in error, please notify us
immediately by telephone (202.380.4000), fax (202 380.4500) or by
electronic ma~l (postmasler@xmradio.com).







J
C~ ;" You gol II. rm glad t could help out )


Have a good one.
Lily


..... Orig_~nal Message .....
From;
Sent: Tuesday, [~ecember 09, 2003 70:~ PM
To: watercolors@xmrad~o.com
Subject: THANKS"!


Whomever reads lhts E-rna~l please thank L{Iy for the reply to my question about a Christmas song/album
Thanks to Ihe ~nlormalion in the ~eply I was able to gave our local Hasl=ngs whal they needed to look Ul~ the
album on their ~nvenlo~, and I am orl my way to pck up a CO this evening.


Thanks very much and happy holidaysl


..... Orzginal Hessage .....
From: Watercolors


3124/2006







e
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Sent: Tuesday, Decernlxr 09, 2003 11:04 AM
To:
SubjeCt: I~E: CHRISTMAS QUESTION


HI
~


Happy HoMays! You’ll find Ihe S=xpence None The R,cher version of "O Holy Nighl" on an album wdh vanous
arli~ls called Cdy On A Hdl trs Christmas Time {2002 on the Essential record label) [he song yOu’re looking for
Is #12 on lhe CD by Le~jh Nash (lead stager of S~xpence ) Bul ~l looks hke Srxpence has a version of S=lefll N~jht
~ this album Ioo Happy hunlingo here’s whal I found al amazon corn


you h.ave any more musical queshons, let US know,


d~recleur de mus=que & on-a~r guide
Walercolors. xm7 !
wale~colors@xmradm corn


from amazon corn
City on a Hill: It’s Christmas Time
Various ArttSts


List Price: ~
Price: S14.99 & ehgible for FREE Super Saver Shipping on orders over $25. _Sce_d.~r_ails. ~


You Save: $2.99 (17%)


Availabilily: Usually sh~ps within 2 to 3 days


----Orig,_hal Message .....
From:
Sent: Monday, December 08, 2003 I0:37 PM
To: watercolors@xmradio_ corn
Subject: CHRIS-FMAS QUESTION


! ju’~r got your E-mad address tvhtle driving Iomght I know you are ti!! one of the Christmas cha~J~¢ls but maybe you
can help me


The most beauttfid vc[s=on of "O’Holy Night" I have ever heard was played on the HOLLY chatme! oI’XM Radm on
l~ursday Dcccm~ 4th It was dooe by SIX PENCE NONE THE RICH~ Can yotl tell me fflhis group has a
Ch~ts~as album with th~ ~ong on It or how ! can gel Iheii Iccordmg of lhts Christmas song


3124/2006







~- q’haa~s and God Bless all of you a! XM Radio


3/24/2006
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..... 0rJgin__.~l.M.es .~ge
From: q
Sent: t;Vednesday, I~larch 31, 2004 7:57
To: ~tatercolors"
Subject: RE: A Song You P~ayed


HJ L=ly - I 0oughl =l today! Thanks ior Ihe reply


e
.... -Original Message
From: Watercolors [mall~o:watercolors@xmradio.com]
Sent: W~.dnesday, March 3], 200~1 ]1:17 AiVl
To:
Subject: RE: A Song You Played


-I~anl~s for checking int I’ve got the answer to your mysle~ tune On Tuesday March 30th at
56a central hme we played "Smoke Gels In Your Eyes" by DavK:l Sanborn Ftnd lh=s song


995 album called Pearls. which ~s sl~ll ~nprinl


David Sanborn/Pearls


3124/2006







I hope this Jn[ormahon helps your search for new n~s~cI


Happy Hunhng.


d=recteur de mus~ue ~, on-atr guide
walercolors, xm71
wale~colors@xmtadlo corn


....


~)ri~3in~_l .l~lessag. e------


From;
.Sent: Tuesday, Narcfi 30, 200,1 9:20 PM
To: watercolors@xmrad~o.com
Subject: A Song You Played


Hi Watercolors,


Can you tell me the name of the arhst and CO of the sax song you played a112 noo~ CST
today (Tuesday, March 30) "Smoke Gets In Your Eyes" ?


Thanks.


Th~ Live Mus~: Capdol o! Ihe World


XM Satellite Radio Inc.
htlp :/lwww.xm.radio.com


This message contains information that may be confidential or privileged
The information is intended solely for the recipient and use by any other
party is not authorized. If you are not lhe intended recJpicnt, be aware
that any disclosure, copying, d~stribution or use oflhe conlenls of this
reformation is prohibited. If you have received this electronic
transmission in error, please notify us trnmediately by telephone
(202.380.4000), fax (202.380.4500) or by electronic mad
(postmaster@xmmdm corn).


3124/2006
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From:
Sent: Honday, 3uly 19, 20(H 11:48 PH
To: xm~afe@xmradio.com
~ubject: Info. Ptease~


Hello


I want you Io know I really enjoy th=s channel. 11 alone is worth Ihe cosl of my XM subscriplion.


I don’t know d you do th=s or nol, bul Ihoughl t would try. Th~s evening, I heard a Du-e $1rads song c~lled
"Fade too Black" I wanled Io see about buying ~,t. but I can’t find what album d =s from. 11 you can, I would
appreciale d ~f you could lell me.


Keep up the good work=


3/24~0~







..... Origi~nal Nlessage .....
From:
Sen{: Friday, July 09, 2~4 6:47 PM
To: x~afe~xmradio.c~
~bje~= Favorite station


Hello,
I got XM radio in October as an anniversary gift from my wife. I just want to say it is the
best and most useful
and enjoyable gift I ever received.
Also XM Carl} is my favorite stabon. Great music and artists.
Only one thing, I never heard my 2 favorite artist on XM Caf~ yet. They are Tom Waits
and Nick Cave.
Do you play any of these guys? Or am I just listening at the wrong hines.
Do any of the other stations play them?
! noticed you use Tom Waits "What’s he Building in There" tot advert|slng "Build your own
show".
Anyway XM caf~ is great.
! am also learning about new artists (new to me that ,s) and buying CD’s olr theirs.
!E: Ben Harper, Shawn Colv,n and Michelle Shocked to name a few.


Thanks and keep up tl~e good work!


3/2412006







Page I of !


.....Orig_inal ,’~essage .....
From:
Sent: Monday, Octob~ 25, 2004-7:16 PM
To: xmcafe@xmradio.com
Subject: Low tqiilions


I heard the new band Low M=ll.~)ns are you’re nude music review a tew weeks back and loved
Ihem. I had Io order their album because I couldn’t fred ~1 rn the major stores ~n my area and it was
well worth the effort. "l’bank you for playing them in the firSl place and make sure lo play them as
much as poss=ble People need to hear their new album Great choices are "Eleanor". "Here She
Comes" (my fay) and "Stalue" among many others


PLAY MORE LOW MILLIONS~!n


Thanks.


Ab~g XM Cafe fan


3/24/2006
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....-O~iginal Message----
From:
Sent: Sat~rdayo Octol~er :23, 2004 8:q8 AM
To: thegroove@xmrad~o.com
Subject: Tower of Power


H~llo from


The Towei of Po’,ver broadcast Friday night was prctty good. Funk isn’t my non’hal listening fare, but
these guys can really cook. 1’ii be oul later Ioday looking to pick up a CD or t~,o of theirs.


My only disappointment with the broadcast was.that it seemcd lo sta~l in mid set. Is there any chance
you will broadcast the entire show m the future?


3/24/2006







..... Ordinal Message .....
From:.
Sent: Tuesday, ~)~tober I’9, ~00~8.06 AM
To: Btlan.Chambedain@xmrad~.com
Sublect: RE: Song Request


Thanks for the info, I ordered il off or Amazon. By the way, how do you
become a "Direclor of Musical Interludes? Sounds like a tough job!!! Just
Kidding. Thanks again,                 :


>From "Chamberlain_,_B.rian" <Br~an.Chamberlain@xmrad~o.com>
>T6:
>Subl~cl- RE:--Song Request
>Date: Tue, 19 Ocl 2004 07:3519 -0400


>Hi              ..
>


>F~nd it on his 2001 CD "To Be Frank."


>Hope this helps, and thanks for l~stening!


>Brian                                                                 "" ";"
>


>Bnan Chamberlain
>D~rector of Musical Interludes
>XM Care/XM 45
>XM Salelhle Radio
>1500 Eckington Place, N.E.
>Washington, D C. 20002
>bnan.chamberlain@xmradio. com
>P-202.31~0 4~15zl







Message Pa~,e ! of 2


ThanksI Wdl buy" on Amazon r~hl now Have a great day!


MPT


.....Or~Jinal Message .....
From: Chamberlain, Br~an
Sent: Salurda~, Juh/31, 2004 1:09 PM
To: ’
Subject: RI~: song &


Hi


No need to even list that many...we know exa(~lly who/what you’re referring to. That was a band who go by" the
name Jtng Chl wilh a song called "It’s Nobody’s Faull Bul Mine." (actually a ~eworking of an old Wdhe Johnson
original ) The song features Robert C~ay on guesl vocals


Fred d on Ihe album "J,ng Chi


Hope Ibis helps    _. and lhanks fo~ hstenmgl


Brian


Brian Chamberlain
D~re¢lo~ of t~usIcot tnfedudes
XM Cafel XM 45
XM ,Satefiite Radio
1500 Eckmgton Place. N.E.
W~.~hington, D.C. 20002
brLa_n cha.mbe_rl~. ,~.@x_m.r.a_d!.o co.m_
P-202.380.4454
F-202.380 4444
w"ww.xmrad~ tom
Cale $ludio -I.B65.542.CM[
Calc [mail- xmcalc@xmL~_di_o.com


312412006
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..... O~iginal Message-~-
From:
~ent: Fr,da~’~ ~uly 30, ~00~ 2 59 PH
To: x~af~xm~.com
Subj.: song & a~ist


Dear XM Cafe


Yeslerda¥ afternoon (July 29) around 4.30 PM Easlem t=me you ran a song that sounded like Robert Cray
along with olher artists. The l~lle box on the r~dm did not lisl Robed Cray but another group or arl~sl. I d~d
not have a pen m the car and can nol remember the ad=sl or the litle of the song.


Can you provide a short hsl of Ihe songs (wilh artist) lhal you played between say 4 15 and 4 45
yesle~day?


ThanWS!


3/24/2006







~ Messagc


..... Origi_na~. Message .....
From:
Sent= S~terda~, A~-~usl 07~ 2004 4:52 PM
!’o: Chamberla~, Brian
Subject: Re: song name


Thank you Br~anl Just ordered =t on Amazon. woo hoot


I appreciate you getting back to me. and quickly al that!
Take care,


-’-- Original Message ....
From:, .C .h a_n~_b~e r.J a. tn,
To:
Sent: Salurday. Augus107. 2004 333 PM
Subject: RE. song name


Glad to know you on}eyed our wedchng episode o~’ "Sens~hv~ly Training" last week Thai lune by The Naked
Barbles ~s Idled "Marry Me" from their 1996 CD "~a~n~shed" on NBO Records


Hope Ibis helps, and thanks for hslen~n~j!


Brian Chamberlain
Dgector of 1~ usi¢ol
XM Care/XM 45
XM Saleable Radio
15~ Ecki~fon P~ce,
Was~t~, D.C. 20~2
b~l~n
P-202.380 4454
F-202,380.4444


Cole Studio -[866.542.CAF[


3/24/2006
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�ale [mail-


..... ~rk~*na~ Hessage .....
From:
Sent: .%turd~;o August 07, 20043:4!
To: xmcafe@xmrad~o.com
Subject: soW name


H~.. 1 heard a song on the sensd~vily trai~ng episodes th~s past week by lhe Naked Barb=es and I can’!
fJ~:l lhe ~lbum anywhere~ Could you lell me what the name of the song is.’? Im thinking d’s ,~ometh~n(j hke
"marry me tonight" but just nol sure!
Thanks.


312412006
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From: _
.~nt: Thursday. Octot~er 07, 2004 9:58 At4
To: Charnbeda~n, Br,an
Subject: Re: Song Request


fhanks!! Laler today !wtll gel lhese on CD Conneclion.com. "[hanks for faking Ihe time!
Regards,


..... Original Message .....
From_: Chamberlain, 8nan
To: "
Sent: Thursday. October 07. 2004 4:31 AM
Subje~;t: RE: Song Requesl


Oh my god _what Io p,Ck? There’s plenly we’ve been d=gg~ng ~n the XM Care but among my lavor~les


Badly Drawn Boy "One Plus One fs One"


Ar~ Hesl "Someone To Tell"


Carbon Leaf "Indian Summe~"


Belly Dylan "Abd~cale The Throne"


John Bullet Tt~o "What You Wahl"


Kasey Chan’~be~s "Way’ward Angel"


3/2412006
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.... Original ~sage ....
From:
Sent: WedneSday. October 06, 2004 7:14 PM
To: Chamberlain, Br~n
Subject: Re: Song Request


G~ve me a couple suggeshons on cds Io get. Maybe your most recent rays from your play h~t?
Keep up the great work!


ReQards,


--- Original Message ....
From: .Chpm .b .erl0. Ln.~B_.r ~a_n~
To:
Sent: ,~alutd;~y. J~ly 3t. 2004 942 AM
Subject: RE. Song Requesl


Ih


Tha! would be ),our fellow namesaEe Marc Broussa~d and "I lome." a song offbas he,.,.. "Carencro" CD.


Hope Jh~s helps, and thanJ~s for hstcmng!


..... Origi.nal Message .....
F~om.
Sere Saturday, July 3 I. 2004 3"3"/AM
To xracaf¢~rmad,o corn
Subi¢ct: Song Reques*


3/2412006







Ted Kelly
Prog~’arn Direclor.
UPOP XM29/Worldspace
4th Floor. 2400 N St. N.W. Wash~nglon 13 C_ 20037
Lislen 1o Ted Kelly’s World Parly
Mornings across America on XM 29
and Around Ihe World on the Woddspace Satellite Radio Network
202_969.6478
w~w.ledkeltywodd corn
lketly@worldspace, corn
.... Forwarded by Ted Kelty/US/WORLDSPACE on 12/16/04 07:03 AM


on 1211312004 10:42:23 PM


]-o upop@xrnradio.com
cc. (bcc. UIIraPop/USANORLDSPACE)


Subjecl Song question







~lLr I~,LOVE this station. LOVE i’!’. tl reminds me of being a teenager.
waiting patiently lot my friend’s dad to come home from the UK with
whalever albums were m the top ten al the time, dJscovenng new music
ancl feeling oh-so-ahead-of-my-time. Thank you for a great station agcl
some Incredible new music. Because of U-POP I have been purchasing lhe artists
I hear you play (some are very hard Io find ~n U.S. even from ITunes)
My music collection is now back to the levels when I was in high school 10 years
ago
Also your weekly ITunes counldown ol the world’s most downloaded songs always
turns me onto
future addzt~ons to my muszc collection!


And speaking of that music, I have a question - th~s afternoon (Monday.
December 13, 2004). perhaps around 2-ish EST, I heard a great song that
I believe was called "Irish Son" But I can’t find it anywhere. Does
that sound at all ram=liar? Can you hook a gid up with the part=culars?
I hope so!


Have a wonderful holiday season and thank you lhank you lhank you for
UPOP.


XM Satellite Radio Inc.
htlp:l/vwvw.xmrad~o.corn


This message conlains reformation lhal may be confidential or prw~leged
The informabon ~s ~ntended solely for Ihe rec~pienl and use by any other party
~s not authorized If you are not the intended recipient, be aware that any
disclosure, copying, d~strJbut~on or use of the contents of th,s information is
prohibiled. If you have received th~s electronic Iransmiss~on ~n error, please
holily us immedialely by telephone (202.380.4000), fax (202.380 4500) or by
electronic mail (postmaster@xmrad~o corn).
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.... -0rigin~_l Hessage .....
From:.
~ent: Honday, October ~7, 2005 2:37 PH
lo: XP4 Care
Subject: Playl~st L~sts


Been hstemng since August "04 and have discovered a whole slew ol~ new music that ! didn’t know
about and probably would have never found. Thanks for that.


I absolutely love XH Care.


Now that ]’re become aware of many new artists, it was only natural to start purchasing, their
music, in this case in ffunes Music Store. Somet|mes ! can rack my brain enough to remember
something i’ve heard, other braes not. Wondering if you’ve considered offering a playhst ~n ffunes.
It wou~d be natural ht in the Radio Charts. I’d de~"lnitely use the beck out of it.


Artist: Randall Bramblett


Title." Cumin Round Soon


Lisl ener’$ Comments:


3/24/2006


.... ,~ would hke to hear:







1"{~e never requested anyt~ng on satelhte radio. Wdl you notify me ot the ballpark date/’tffne thls wlll
play. BTWo I heard this once a week or two ago on your channel and purchased the "album" -- Thin
Line -- from Amazon. Thanks for opening these new horizonsl     "


3/2412006


e







From:
Sent: Thursday. Oc~l~er 27, ~-005 t 1-~I~M
To: The Torch
Subjecl: where to go?


Thomas


Firsl of all, let me tell you what an AWESOME statIon The Torch is!!! I was a dIe-hard ethel fan, but
the only slation I lislen Io now (w~lh the exception of ESPN and MLB) is XM 31. What a greal lime ~n
Christian music Ihat there are so many greal artisls ou! there that appeal to the crowd outside of the
pop-chrislian music scene. My question is, where in lhe world can i go to get lh~s great music? Is
there a website or good music store out there? I am working away from home, so I do not know if
there are any nalional chains lhat you can recommend to me or ~s ~t best to try to find it on the
bands" webs~les? Thanks and God Bless!~


Yahoo! FareChase - Search multiple Iravel sites in one chck. <hllp:llus.lrd.yahoo.coml
_ylc=X3oDMTFqOE)RtdXQ4BFgTAzMyOTcl MDIEX3MDOTY2OOgxNjkEcGgzAzEEc2VjA2 lhaWwlZ
m9vdGVyi~ HNsawNmYw--/SIG= 1 lOoav’18ol*°hllp%3alf~rechase.yahoo.coml>
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.... Original Message ....
From:.
Sent: Sabsnday,’November 26, 2005 2:55 PH
To: XHU
Subject: thanks


Tl’~nk god I opled for XM so I could d~scover whal you are putting together I am one of ihe p~ck~est people when
~t comes to music. I have hal IJstenned to radio music for about ten years, online or I~al. ! could never find
somelhing ~o h~t my exact taste Not only do y~ play the ~e r~k btles Ihal I am addi~ed to bul you also p~y
many up a~ c~mg ~ ~ b, rap groups. 1 thought If I had saldhte radm. ! would n~ have to buy so
Now that i have XMU. I have doubled my ~lalog Thanks for all of Ihe hard work.


3/24/2-006







rage t ot i


..... Offgia.al Message ....
From:
Sent: Wednesday. February 15, 2006 I2:01
To: F~e Tuning
Subje~: St~uss/Wa~dteu~ - Ice Skaters


Could you tell me Ihe name of Ihe CO Iha! you play when you broadcasl Straus~/Waldteut (appears on the radio}
k;e Skaters. I want to buy th~s pad~culaf version, fl ~s the best. Thank you


3/29/2006
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From: Harrone, Fhke
.Sent: Friday, Feb.ruary .17, 2006 4:01 PH
To:
Subject: RE: Where cBn I-find this arhst?


That is a new track that Michael has re]eased exc]usJveIy through iTunes co help
tile VlC~ImS of Hurrxcane Katrina. There are 6 different versions available, but
osly as dzgltal downloads .


Hewever, the song itse]f was ectually written and originally recorded by 3oseph
Arthur. and ~o tell yoo the t~uth I like his version a little better. You can ~nd
Joseph’s original ~ersion on th~s album.


h~ q_) :l~:\v.w__a_L~ a z o D co.rnl~p.lpr_o_ducl/BO.OO__Q4RD_T_U.l.qi_d.~ 1/.4_Q_2. I Q I ~ I i_s_r-~.-~ - 2:r ¢_f=_ pd~bb~tL 2 _ 2.,_’ { 0;-
_~ _1.8 _3__ I_03.:~.4 ~ .7.7 I._O_"j=__.rq. u_%i F.& vy_g laj!.c_c& n = 5174_


M~ke


Mike Marrone
Program Director
The Loft - X~50
~Sa~elli~e Radio"
1500 ZCki~gton PI. NE
Wash£ngto~. DC 20002
~202) 380-#436 (direct)
The Loft on the web:


From:
Posted At: Fr~ 2/1~/2006 3:0-8 PM
To: The Loft
Posted To: XM50
Subjed: Where c~ I find th~s after~


3~9~006







H~ Guys, I am trying Io find lhe CD you played lhal has the song named "In The Sur~" by
Michael Stipe on it.
i’ve checked Amazon wflhout luck. Can you help’~          ,


I lhink I need to stop listening to "The Loft’, il’s costing me too much in CD’s.
Just kidding, keep up lhe good stuff.
3"hanks.


312912006







.... Origin_al Messag_e_- ....
From:
Sent: ;~al~rd~y. F~bTu~ry 18. ~006"1:44 AM
To: XMU
SubJeCt: heya


So I was listening while driving and heard a band. Buill To Spill. but it was after another band whose
song I was desperalely frying Io remember. Broken Sooal Scene. so I don’t remember the name of
BTS’s song. This is driving me bat guano, it was a really good song but. BTS has a lot on ffunes and
I can’t find what I heard (and yes, I started buying their stuff hke crazy). ! lhink maybe ~t was One
Thing, but I’m qel sure, can you shed some light posslbly’~


P S while I am a big fan of the subsomq show (I’m a fan of old school hip hop and "d~scovered" prog
hip hop on XMU), I’m not slealing this moniker. I’ve actually been using il for 7+ years now onhne.


P P.S you guys need a deal with apple 1o make an XMU section on iTunes. I and my credit card
company would love you for it
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From:
Sent: Sat 2/18/2006 1:56 PH
To: F~tzpatrick, Harry
Sub, eL-t: Letter BuLlet


Oear Mr. F~tzpatnck.
Thank yO~ for your prompt reply - now ~; I c,3n find the Red Oevd cd. th=s quest wdl be c~plete.
Some people have a "~otograph~c" memo~ f~ faces, l~ writt~ word. etc., I have a "~otographic" ear for
mus=oans so Io speak And was ve~ =repressed by Mr ButUt the ~uple of hines I hemal h~m
Xwo ~ople are ~deed =n lad for Lesions death
you ~fe interested.
N~emb~ 5. 2005 was a sad day indeed for the W~Y f~ly and friends - ~ank you for even knowing Fred
Lincoln ~L~nk] W~ay had passed
~d in closing, may I say Ihat your XM~DtO - Cross Count~ is the greales/Ihing Io come along Ihe ~aves
~n years, i ~ve been introduced to ~re new music, and new ad~sts Ih~ I would have lhoughl possible. My
personal ~ colle~hon has hcreased by 47 cd’s since D~reclv staded b~oadcashng your
Novembe~ - a~l ~nspned by what I he~d on Cross Coumry.
The music hasn’t been Ibis good since I grew up =n Tulsa m the 50"s listening Io Leon Russ~l, Dawd Gal~,
Johnny Ca~e {J J CateJ, Clyde Slaty, Wesley Reynolds, Jer~ Adams. Chuck Blackwell. Cad Radio. Hoyt ~ton.
Tommy Crook, and a host of olh~s of t~ ofig=nal "Tulsa Tops"
Again. thank you for you~ p~ompt reply, and keep up the ~od wo~.
S~e~ely.         __


3/2912006







Mike Marrone
Prog~’am Director
The Loft - XM 50
XM Satellite Radio
1500 Eckinglon PL NE
Washinglon. DC 20002
(202) 380-4436 (d~rect)
The Loft on The Web: http:llloft.xmradio.com


..... Original Mes.sage .....
From:
Senl. Monday. February 20. ~006 1 37 PM
To: The Loft
Subject: Eva Cassidy


Mike and Kate,


Thanks for playing "Wade in the Water" and turning me on I0 the awesome musical lalenl of Eva
Cassidy. rye heard this track a couple bmes on Ihe Loft, and I decided I had to gel some more of her
work. Th~s pasl weekend, I picked up the anthology albums "Songbird" and "VVonderl’ut World".


Eva’s tragic ~llness reminds me of the s~m~iar tragedy 10 years eadier when California folksinger Kate







V~fotl~qSed .just as her work was starling to become nationally known. Both are s~ngers I’d like 1o have
seen in a l~ve
show. Thanks to devoled groups of followers. Eva’s and Kate’s work have
nol only lived on, but have reached a lafger audience after their deaths.


Thanks agmn.







..... Ong~.n_aL M_pssp.ge:-_.----


From:
Posted AI: Mondayi F’e~ruary 20.2006 5:00 "PM Posted T~): XM40" v
Conversation: Riviera Paradise
Subject: Riviera Paradise


! received my XM radio free. w~th a 3 month subscription. ! hooked it up in my office at work, but Iold
co-worke~s thai I’d cancel after my free period was over when they asked about it ! got hooked
minules afler I found channel


Every so often. ! find my self pushing myself away from my desk, to [oll over and f~nd out what is
playing, as jusl happened w~th Riviera Paradise Off to amazon corn ! go, again







..... O~Jg~naf Message .....
From
Sent Tuesday, February 21,2006 11.20 AM
To: Scott. Jessie
SubleCt" Stone Coyotes


HI. Jessre - More guestbook goodies.
THANKS~ Barbara


-Febrt~ary’ 21,2006


You guys rock Just bought two more of your cd’s This ~s a lruly unique sound X Country XM got
~ne hookedI


February 20, 2006


I thought I was done w~th Rock.
you changed my mindI
Now, when are you coming !o Sanla Cruz, Ca"~


Fel~ruary 16, 2006







..... Original Message .....
From: Watercolors
Sent. Wednesday, February 22, 2006 6:34 PM
30:
SubjecL RE: Song Requesl


Sweel~ I’m 9lad you found it!!


-L~ly


.... Or~gfnal Messa. ge---._-~_
From-
Sent" Wednesday, February 25,2006 2:33"PM
To: Walercolors
Subject. RE" Song Requesl







Hey L~ly, I dJd eventually find the cd bul the cost
was aroun5 80 dollars on ebay.I didnt want to spend
that much. Today was my lucky day as i heard you play
11 again th~s morning and i Ihoughl ~ need Io check on
it. 1-urns out you were right they re-released il on
the 71h. I am listening to ~t now!
THanks again_


Watercolors <watercolors@xmradio.com> wrote"


>Hi’.
> Thanks for being a parl of the XM nation! The
> version of "Last
> Train Home" that we’re playing ~s from the Pal
> Metheny Group’s album
> called Still Life (Talking) (1987). This albumhas
> been out of print
> since 1990, but you’re lucky because Geffen Records
> is re-releasing some
> of Pal Metheny’s p~ojects including this one. I
> beheve Oeffen pressed
> re-~ssues al lhe end of 2004. You may have to do
> some searching. I’ve
> attached a pic of the CD cover arlf
>
> Happy hunting~


> Let me know if you find it, many write in looking
> for ~t .)


Lily
Music Director, Watercolors
wale~colors@xmrad~o.com


.... On_g~_n .al Message--- _.
From:
Sent: l~hursday. September 15, 2005 1:37 PM
"[o: Watercolors
Subject: Song Request


XMRADIO.COM Song Request


-


to hear:
would like







/~rlisl. pal malheny
Title: last train home


Listener’s Comments:
you just played
Last tram home_ ! cannot find that song. What album
is it on.Thanks for
the great mus~c~


Do You YahooS?
Tired of spare"~ Yahoot Ma~l has the besl spare protection around
http.llma~l yahoo cam







From
Sefll: ~ednesday, Februa~] 22, ~00~
To: XMU
Subject: deafest


~ love th~s {adio station more and mote each day
~ have boughl more cds from hearing them on your station, Ihan i ever
have.
~ would do anything to have my band heard on th~s station even i| it
~s the only station we are ever heard on again
my label ~s not doing all th.ey can to make Ihat happen, so i am. i sent the cd a few monlhs ago_


l~d yo~ get ~t9 should ~ send another’; can ~ wash you[ ca{ or something9 you can check more ,nfo on
us at lhe foltou,~ng .


thanks for your ttme lob~ and keep dehvermg the goods, rocknroll4ever







Thomas Kenny- Music Director
XM 31 - The Torch
1500 Eckinglon Place NE
Washington, DC 20002
O. 202.380 4353
E_: lhomas.kenny@xm[adio.com
A: Overflowing X
W: www myspace comlthomasauguslus


"Non-linear baby! Non-linear baby!" - Galaxalag


..... Ong~nal Message .....
From:
Sent: Saturday, Feb~ary 11-, 2006 1:40 AI~I
3o: The To[ch
Sublect: monarch


hey.. first o[ all, i would hke to say I love lhe station., you guys play g[eat music .. and i was
wondering ~f you could give me a I~nk Io Ihe site of the band MONARCH.. i heard lhem on you~
station and i can’l find their cd anywhere or lhe~[ site .. thank you so much for your help ....







P~ge ! of I


Thomas Kenny - Music Oirector
XM 31 - The Torch
1500 Eckington Place NE
Washington, DC 20002
O: 202.380.4353
E: thom_as_.ke..n_n_y@xmrad~o c_om
A: Overllow~ng X
W- www.myspac e.com/thomasau gustus


"Non-hnear baby! Non-hnear babyr’" - Galaxalag


From:
Sent: Saturday, February 11, 2(~)06 7:44 PiVl
To: The Torch
Subject: Tor~h Tunes


Hey thts ~s emily
You guys know what itunes is r=ghl? anyways. = think you guys should slarl To~ch Tunes where you can download
Songs that you guys play on the radio onto an =Pod.
~ love all of the rnus=c you play on there and so does my dad but we can’t find any of lhe cd’s or the arlisls Ihat you
9_uys play anywhere, i love the TORCH=!t


3/29/2006







.... Original Message .....
From:
Sent: Wedn~d~,-February 22, 2(~06 12:17 AM
To_ The 60’s
Subje~l. A SONG YOU PLAYED--ATTN: PHLASH OR TERRY YOUNG


PHLASH OR MOTOR MOUTH--ONE OF YOU PLAYED A SONG ON
2-21-06 AND ALL I CAUGHT WAS "LAKESIDE DRIVE" ---WHO
IS THAT BY.???’~?9????’~?9’~’~’~??
HOW CAN I GET THAT SONG--i HAVE NEVER HEARD IT AND I
LOVE IT.


FAN CLAN # 577


Do You Yahoo!?
Tired ol spare? Yahoo! Mail has the best spam proteclion around
http//mail yahoo corn







..... Original Message ....
From~. Marrone, Mike
To: .
Sent: Sat Fe~ 25 1-1 2-1-39 2006
Subject RE: Song Request


That was a fine new arlisl by lhe name of Steve Reynolds. Here’s a bnk to lhe album on Amazon
http-//www.amazon.comlgplproductlB000AO73Y21qid=11408844441sr=2-11ref=pd bbs b 2
11102-5183103-34 57710?s=music&v=glance&n=5174


And here’s Steve’s websile:
http :llwww.stevereynoldsmusic.cornl


Besi.


Mike


IMzke Marrone
Program Director
The Loll - XMSO
XM Sale!lile Radio
1500 Eckmgton PI. NE
Wash~nglon, DC 20002
(202) 380-4436 (direct)
The Loft on the web http:Hlofl xmradio.com <htlp fllofl.xmrad~o.com>







F ro-rn~ -
To: The I~)fl -
Posled To XM50
Subjecl: Song Request


XMIRADIO.COM Song Request


Artist: Unknown
T~tle: Miner’s Lamp


L~stener’s Comments-
I heard this song yesterday about 4:30.
lo purchase the song/album Thanks]


would l~ke to hear:


Could you please tell me who the artist is? I would really like







..... Original Message .....
F~om. Marrone. M~ke
To: -
Sent: Tue Feb 28":~1 5~.12 2006
Sublecl. IRE. Song Reques!


That was Michael Slope with his version of Joseph Arthur’s "In The Sun." Here’s the story about why
he has recorded and released Ibis exclusively through iTunes:


htlp:/’/www b~llboard, comlbbcomlnewslarlicle_display jsp ?vnu_content_id= l O0195634 9


13esl,


Mike


Mike Marrone
Program Oirector
The Loft - XM50
XM Satellite Radio
1500 Eckinglon PINE
Washington. DC 20002
(202) 3804436 (direct}
The Loft on the web: hltp:fllofl.xm[adi0.com <htlp://Iofl.xmrad~o corn>


PM
To. The Loft







Po.~d, To.- XMS0
S’ul~ject: Song Reques|


XMRADIO.COM Song Request


Arlisl" Michael Stipes (REM)
Title: IN the Sun


Listener’s Comments:
I heard this song played yesterday on my drive home about 600 EST, and loved ~t. I ~vent to look for
it and nobody has ever heard o! Michael Stipes going out on his own away. from REM. Is this just Ioo
new? Can you lell me the name of the album so I can find il’~ Thanks,     Please e-mail me back







..... Original Message ....
From: Marrone, Mike
To:     -
Sent Sal Feb 25 12:5625 2006
Subject: RE. The Push Stars


Hi


You have Ihe correcl information, I found their sludio version for you on Amazon. We do nol sell any
ol The Loft Sessions.


Here you go:


htlp.//www a mazon_com/gp/producb’B0001GF2N8/qid= 1140890165Isr= 2-1/ref=pd_bbs b 2
1/102-5183103-34577 lO’~s=muslc&v=glance&n=5174


Mike


M~ke Marrone
Program Director
The Loft - XM50
XM Salellite Radio
1500 Eckington PINE
Washington, DC 20002
(202) 380-4436 (d~rect)
The Loft on the web" htlp-Hloll.xmrad~o.com <blip:I/toll xmradio.com>


From:
-o The Loft


" Posled AI Sat 2/2512006 12"49 PM







I:~osl~(~ To: XM50
Conversation: The Push Stars
Subject: The Push Slats


Kate,


I have been trying to locate a song named Clmre that I heard The Push Stars perform during their
Loft Session Any ideas or did ! write down the wrong same name?







.....Original Message .....
From: :
Sent: Salurday. February 25, 2006 1052 PM
3o: She Bob Edwards Show
Subject: Webs~le Feedback


Hame:


F_mall Address:


Commenls: Bob -- I loved your interview wilh Cad Reiner. ! laughe(J out loud lhroughoul the
interview, and I loved the 2000 year old man Ifdbil.s. I ended up buying a CO of the 2000 Year Old
Man as well as NI~INNN, Reiner’s new book. What a great inlervfewer you are, and whal a wonderful
~nterviewee Carl Remer was. His s|or~es were wonderful, and his obwous ease in the inlerview was
clearly due to your skill as an inlerviewer. I love having XM Radio so ! can conlinue to hear you_ You
were the primary reason we now have three XM radios. Thanks so much; and please please ptease
never retire.







From:
~3ei~t: Wednes(~ay. M-a{~.h 01,2(306 2:36 PM
To: The Torch
Subject: Sufjan Stevens


Folks: I’m a new subscriber Io XM Radio and love The Torch Actually ~t’s the only, station rve been
I~stening to ! I really like "~he Man Of Metropolis Steals Our Heads" by Sufjan Stevens and went out
and bought his "llhnols" cd lhat it’s on. Very strange cd and while I can see some of the Christian
allegory in that song rm wondering what your take is on him and any other background info you have
on him. I went to his web s~te and il’s as bizarre as h~s cd_ Is he a Christian "~ Jusl curious







..... Original Message .....
From: Marrone, Mike
TO:
Senti’M(;n Ma;-06 23.34:27 2006
Sub,tecl RE: Who was the arlist?


That was Jeffrey Foucau}t and the tune can be found on Ihis album:


http’//www arnazon.cornlgplproducl/BOOO21QGOOIq~d= 1141706049/sr=-2-1Iref=pd_bbs b 2
! lO02-0600555-4956063"~s=music&v=glance&n=5174


We get no money or anylhlng by sendIng you to Ihis Amazon hnk, I jusi do tt so you can hear a song
sample and make sure ~!’s what you want.


Thanks for lislemng and getting in touch.


M~ke


Mike Marrone
Program D~rector
fhe Loft - XM50
XM Salell~le Radio
1500 Eck~ngton PI. NE
Washington, DC 20002
(202) 380-4436 (direct)
The Loft on the web: hllp:flloft.xmradio.corn <http://Ioft.xrnra~:lio corn>







..... Original Message .....
From: Marrone, M~ke
To:--
Seni. Sun Mar 19 20.56.29 2006
Subject. RE: Song Requesl


1 th~nk lhe arl~sl you heard and are Iry~ng to find is Glenn T~lbrook. Here’s a link to all of his solo sluff
on Amazon. I[ you click the indiv~lual albums they will pull up a Irack IJsl~ng and sound samples so
you can be sure. "Transatlantic Ping Pong" is the newest one, and ! believe this is what you heard
on The Loft.


ht~p.~www.amaz~n~c~m~exec~b~d~s~search-hand~e-ud~1~2-51831~3-345771~?ud=index%
3Dmu sic& search-type=quick-search&lield-keywords=glenn÷tilbrook&Go.x= 15&Go.y=lO


Glenn was a founding member and the lead singer of a great band called Squeeze before he went
solo. Search for lhem on Amazon afler you check Glenn out.


Best,


M ike


Mike Marrone
Program Chrector
l-he Loft - XMS0
XNI Satellile Radio
t500 Ecklnglon PINE
Washinglon, DC 20002
(202) 380-4436 (dJrecl)







..... Or,ginal Messag_e__----
From:
9:09 AM Postecl To: XM45
Conversation: Song Requesl
Subject- Song Request


Posted At. Saturday, March 18. 2006


XMRAOIO.COM Song Request


Artist: bruce homsby "~??’~??
T~tle: Sunflower Cal


. lrom egg hbr. twp.. n’j’. would like to hear-


Listener’s Commenls:
I keep hearing thIs song called "Sunflower CaI" and J keep missing lhe arl~sl .....J Jove ~1 and woulrl I~ke
to purchase the cd .... ~s il Bruce Homsby"~







..... Original Message .....
From" Marrone, M~ke
To:
Sen~i Thu Mar 1~ 08.07-53 2006
Subjecl: RE: Song Requesl


Hi


Thai was Warren Haynes recorded live at Bonnaroo. it ~s available on thIs album"


http tlwww.amazon conVgp/product/B0002413B2/qid= 11425144491sr=2-1/ref= pd_bbs
1/102-5183103-3457710"~s---mus~;&v=glance&n=5174


Thanks ~or lislening.


Mike


Mike Marrone
Program Di[eclor
The Loft - XMS0
XM Satellile Radio
1500 Eckinglon PI. NE
Washington. DC 20002
(202) 380-4436 (direct)
The Loft on the web. http:/lloll.xmradio.com <http.flloft xmfadio.com>
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From.
To The


Posted At. Wed 311512006 10"22 PM







From: Anthony, .)on
Sent: Wednesday, March 15, 2006 1:26 PM
To:
Subject: RE: P1us~c Oty Connect,on


~ THANKS so much for the k~nd ~vords about the shows It’s ]us[ the beg~nnlng ol~ what will be a GREAT
sedes on ×I~I~


Although it’s not available for purchase, you can catch ,t again on-a~r tOmorrow (Thursday) n~Jht at 6pro eastern
t~rne, and then again Saturday mormng at 9am eastern tm~e! Keep hstemng -- there ~re n~ore great "Music CKy
Connection" shows ainng in the coming mon[hs here on XH,


]HANKS so much for listening Io H~ghway 16’ Have a great day!


- 3on Anthony


XI~I Satelhte Radio


..... Original M_essa_ge .....
From: "
Poste~ At-: Tues-d-ay, March 14, ~00~ 8:39
Posted To: XMI6
Conversation:
Subject:


| just caught the end of the Mus=c C,ly Connection.Heroes I~eh=nd the H=ls, and i| was one of the coolesl
Ihmgs rye heard i loved eve~] minute of =I. I was jusl wondering ff Ihere was any kind of album pul
together on Ihe evenl, or ~l ~l could be watched, heard, or downloaded somewhere.


3/2412006







..... Original Mes sa.g _e-_--.--
From:
Sent: ~lVedn~sday, Ma;’ch 01,-2006~0:41 AI~
To. The Bob Edwards Show
Subject: Website Feedback


Name:


Ernail Address: - -- - ---


Commenls: Mr. Edwards - I boughl XM radio when you first signed up. I realized recenlly tha! l
haven’t heard Morning Edition m months; your current show takes precedence.


! wanted to say thanks for all lhe new th~ngs to which you ~ntroduce me. Currenlly I’m reading _Crack
at the Edge of the World_ and _Best Worst Times_; I jusl bought Bird York and Steve Reynolds, and
I have documentaries on the Smothers Brothers and the Dust Bowl on order, as well as ’A "TJme for
Burning ’ I learn a lot, and my hfe is more inleresl~ng, because of your show Thank you







To:"rl~e l_oli    -
Posted To" XMSO
Subjecl: Who was Ihe art~sl?


..... Posled At: Mon 3/6/2006 10.06 PM


A few weeks ago you played a cover of Creeden_ce Cl~.arwate_rs_ L_od~ Can you tell me who the arbst
was and if I can get this music on CD"~ Thanks!







..... Origin .a.I _M_essage---_
i~ro~q:


Sent: ~;unda~, Ma~ch 12, 2006 2:2"~’PM
To: Chrome; The 80’s; The Groove
Subjecl: Thanks


I have been an XM radio subscriber and lislener of your programming since July of 2004 and this
thank you has been too long In coming Aboul the lime ! got XM I slatted roller skaling t~ying to get
some exercise on what the local rink calls "Classic Wednesday". It’s really a bunch of 80"s dance
and electronica music. I kept skahng until my skin cond~lion got the best of my feel (check out


m case you guys ever need a great chadty to supporl). Given that I couldn’l skate
regularly any more and sbli loved to hear Ihe music I was lislening to on your channels, I approached
lhe owner who I had worked with at another rink during college about DJ’,ng on Wednesdays. He
gave me a shot and ! have been there every Wednesday night s~nce last May and t have to give a Iol
of the credit to your programming.
I am supposed to move from dedicated volunteer status to paid pad-bmer Ibis week.


I slarled w~th a Sky-Fi and now have a new Sky-Fi2 and Roady2. The Sky-h2 goes pretly much
everywhere I go. the car, my desk, my night sla.nd garage...
you name I! Each hme I listen, I come up w~lh another song !o try and find ~n the old LP collection or
to find on Napsler or other commercial source. I have to go Glynco Georgia for training the last two
weeks ol th~s month and the regular skaters are already lamenting about ~t. W~thout you guys re-
educating me on lhe music ! love, I am sure that would not be the normal response.


Thanks again and keep playing the great music.







From:.. f
Sent: M o~--~71 3120~6-8:1:1- PM
To: F~tzpal[ick. Marry
Subjecl: Re: song/arhsl


Thank you for responding...we reahze you are nzltionwide. Jessie aclually beat your response t~me by
30 minutes, but ~t’s nice to hear Irom lhe Music D~reclor. We have several hundred C.Ds (many
counlry rock) and plan on adding that to our collecbon. Thanks again,


On Mar 12, 2006, al 10"46 PM. FIIzpalnck, Marry


You may have heard from Jessie already, but ~{ no[, here’s you{ ~nlo...
There are two versions of "Gallo Oel Ciello" One is by Joe Ely, the other by Tom Russell It is


a great slory song.
We’re glad you’re Ihere~
. Marly
Marry F~zpatrick







Music Director, X Counlry Channel 12
Marty.F~izpatnck@xmrad~o corn


From.
Posled AI: Sun 3112~006 8.29 AM
To- XCountn~,
Posted To XM12
Sublecl- song/adisl


We heard a song on your station about a Mexican lighting rooster called
Cay Del Sierro (l’m nol sure if thai is spelled correclly???) Any
chance you could email Ihe artisl and lisle. We love your slalion!!!







..... (’)~’~.gi.n_a I Message----_-_
From:
Posted To XM45
Conversation: Arl~sl Identlficalion
Subject: Art~sl Identtficalion


Posted AI. Monday, March 13, 2006 5:31 PM°


Hello! I am hearing an artisl hsted on XM Care as "Euphoria", playing a song btled "Back Against the
Wall" I need the label & date of release if I’m to track down the CD’~


_ !







.... -Onginal Message ....
From:
March 13, 2006 7.55 PM Posted To XM45"
Conversation: Whal’s that song...
Sublect: Whars that song...


Hi,


i heard lh~s song |w~ceon your slaiion and haven’t been able Io calch Ihe artis! or song title... You
jusl played ~1 loday (Monday 3/13) at 5:30 I=ST


I need Ih~s disc!


Thanks!







..... Ongi_nal Message .....
From                            " -
Sent: Tuesday, ~arc’h 14, 2006 1~3 PM
7o: XM Cafe
Subjecl RE. Trey Anastas~o th~s morning


Perfect, I’I1 order Ihe CD right now! i’m ~n Minnesota so Ihal ~s the correct time


From: XM Cafe [mailto XMMOAC@xmrad~o.com]
Sent: ]-uesday, March lZl, 2006 12:18 PM
-ro:
Sublect- RE- Trey Anastas~o this morning







You must be referring to "Sleep Again" frorn Trey’s new "Shine" CD. which we played ~ 6-32 arn
eastern.


Hope th~s helps, and thanks for hstening.


13rlan


13[ian Chamberlain


D~rector of Musical Inlerludes


XM Cafe/XM 45


XM Salellile Radio


1500 Eck~ngton Place. N E.


Washington. D.C. 20002


brian chambedain@xmradio corn


P-202.380 4454


F-202_380_4444


www xmrad~o corn <http./Iww,w.xmradio.cornl>


Cafe Studio-1.866.542 CAFE


Care Erna~l- xmcafe@xmrad~o.com <mailto xmcafe@xmrad~o.com>


Care Webpage- htlp.//xmcafe xmradio.com <hltp:l/xmcafe.xmrad~o corn/>


..... Onginal Message ....
From.
Sent. Tuesday. March 14, 2006 1~"5~I AM
To" XM Care
Subject- Trey Anastasio this morning


I was I~slening !o XMcafe lhts morning at about 5-30 am and you were playing a song by Trey


2







-~ ~n~staslo. I can’t ilgure out what song ~1. was so I can buy lhe CD. I! was a lantasbc song!


Thanks lot your help







From: "
Sent: Monday, March 20, 200~) 7:09
1Fo: Bruno Yasom; The Torch
Subject: Re: Where to find downloads


Hey guys,


[ havenl’ heard back from anyone yel, so 1 Ihoughl I’d belier email again.
] found Mon~day Morning’s "Sunshine", but here are some others I’m looking for:


Bride - Revolution
Bride - Blow il Away
Mule Math- Chaos
The L~stenlng - Isamh
12 Stones - So Far Away
Aaron Spnnkle - Antennaes Wife..


Hcy- it’s your own fault for playing so much good music :-)


I’m trying to find a good Download Site that carnes the music played on XM-3 ! since i-n~nes and
Napster don’t carry a lot of the music you play. Can you recommend anywhere on the Web that offers
lhese tunes and others you play for download? Pay, of course ....


Thaaks,


e


wrole:


I!Ii Xm folks,


There are sooooo many "gotta-have" songs on The Torch - i’m not sure I can keepup’"


3124/2006







.I\


1 have i-tunes (rceeceeal limilcd selections), so l ~vas glad to see Napster join in. ! picked up
a lot of songs on Napstcr that i-tunes didn’t have, hue there are.a couple of songs I still
co u Idn’! find:
Monday Morning - Sunshine
Bride- Re¥olution


Y’all (yes, I’m from ~he south - Houston) know who has these and other GREAT selections
played on The Torch? It would be so much easier if The Torch had their own Music
Library to download from (paid, of course), but i imagine that would be a HUGE
~ndertaking.







B=II Wax
Proprietor of Low-F,’s Bar and Pool Hall
Bluesvtlle - XM Satellite Radio
.....Original Mess~_g_e .....
From:
Sent: Tuesday, HarSh 2-1, 2006 11:19 AM
To: Wax,
Subject: RE: 81uesv~lle Request


Not ~urc ho~r d,,, rcquc.,,t cam~- out on the o~cr cod.


,\


3/24/2006







.~ ~hcrc .1,top ~r~ makm.~ u.’, bMc fiilk happ.O


l’agc 2 o1"2


..... Onglnal Message .....
From: Wax, Bill [madlo:Bill.Wax@xmradio.com]
.~ent: _l~:onday, Hatch 20, 2006 S:I0 PH


Sub~ect: Bluesvflle Request


Dear    - Thanks for you~ request lop us here in Bluesvllle, but we do not have this song in our hbtary.
Do you know who sang the lune9


Thanl~s for listening Io Bluesvllle and #or helping keep the blues ahve


Bill Wax
Propr~tor of Low-FCs 8at and Pool Hall
Blueswlle - XM Salellile Radio


3/2M2006







..... O.g~_~al_ Message--:-
From:
Sent: ~londay, Harc~ 27, 2006 ]1:48 PH
To: D~p Trac~
Subje~: th~nx f~ ~ave Gd~ur’s n~ one~


Heard Dave Gdmour’s new album on your channel a couple of weeks ago & had to run ou! & gel the CD_ It’s
oulstandmgl Would h~ve never known about d had you not played a cut from d; you certain~y won’t hear it o~ Ihe
re.gular_radiof Thanx so much!


3/28/2006







e


e


From:
Sent: ~’uesday. April 04, 2006 1:42 PM
To: Bradley, Kate
Subject: RE: song/group search


Thanks Kate I subsolbed to XM a Couple oI~ years ago tn an altempl to curb my CO buying hab=t Who was I
klddmg??’~ You have made it possible lot me to become a w=ser shopper Thank you The aforemenhoned
friend and I I~slen Io olher channels, bul we always seem Io come back home to Ihe Loft.
Keep up Ihe great work~
John


From: Bradley, Kate [mailto:Kate.Bradley@xmradio.¢om]
Sent: Tuesday, April 0,t, 2006 12:26 PM
"Ira: !
SubjeCt: RE: song/group search


Hi Johnl


That was The Submarines who are BRILLIANT from the CD Declare A New Stale. the song Brighter
D=sconlent Gel i1 here:


www Ihesubmannes cam


l]~anks fo~ hslenmg!


Kale


Kale Bradley
Music Director. The Loft @ XM 50
XM Satellile Radio
1500 Eckmglon Place NE
Washinglon. DC 20002


41412006







202.380.4483 .kale bLadl .e~y@x.m_~_ad~o to.n!


Music Calls: Wednesdays, 11am - 12pro Eastern


----Original Message ....
From:
Posted At: Tuesday, April 04, 200"6! 1:5/3 AH
Posted To: Xi~lSO
Conversation: ~/9~P search
5ubje~: so~l~oup search


A couple of days ago a f~end o! mine heard a song on the Loll. but h~s fecewer has no memory feature
and a cl~pped display Fie lh~nks he saw "Submar~n" (group) and "Bnghter" (lille). Any help fOr Ihe serm-
clueless~


Thanks.


4t4/2006







..... Original Message .....
From: ~ -
Posled~At: Tu-e 2/1412006 1:5
To. Ethel
Posted To: XM47
Subject: 9~eat stuff


hey thanks you guys are my new favorite xm channel . basically i like every song on your playtist
which ts why i would I~ke to ask you Io posl your las! 10 songs played onhne hke some other
channels lhen i wtll remember lhe names of the bands so i can go gel their cds!







M*ss~ge Page t of 2


Sent: Monday, Al~*l I0, 2006 3:04 PM
To: XMU
Subject: RE: Snow Patrol


Thanks .so mud3 for your {espo~lse ~nd for Ihe heads up about aboul Ihe L}ghtbody ~nlerwew1’


As always. ! Iruly appreciate what you all do al XMU. so keep up Ihe good work and 9ood lunes,., y’.}u enable me
to keep up my several CD a week habil by Conslanlly exposing me Io new music that I (::an then gc ~ut and
buy can’l gel enough of new musicw Thanks!


....Ong~al Message .....
From: XMU [mallto:XHNWRK@xmrad~o.com]
Sent: Monday, Ap[d I0, 2006 11:26 AM
To:
Subject: RE: Snow Patrol


hijoe


Ihe song you heard from snow palrol is a new one..A’s called "hands open" and it will be
featured on their new full length album called "eyes open" that will be in your local record
stole on may 9th. sweet_


if you’ie a fan of snow patrol...then you should check out my "XMU Aflerschool Special"
tomorrow (wednesday) because al 7 pm easl / 4 pm wesl...i’ll be a~rmg a little chat thai,
had w~lh gary hghtbody, a!on~ with Iwo acoustic songs recorded when he was in the xm
studios ~n canada a few weeks ago it’s going to be pretty sweet.


Ihanks so much for hslen~ng lo xmu!


tobi.


5/9/2006







dean of music.
xrrlll.char~r~e143, col/ege mdJe new musJc


Flom;
Sent: Fruity, March 3|, 2OOG 2:50
To: ~U
Subje~: Snowy Patrol


Whal ~s the name of lhe Snow Patrol lhal you luSl played (and played yesterday)? II has the lyric, "Well
put Suf/an Stevens on. And l=slen Io your favorite song. Chicago tighls up.


Is from there earher 1999 album?


51912006
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From: Watercolors
Sent:_Tuesday, April 11, 2006 9:0~ AM
TO: ’
Cc: ~elln~, _~on
5ubjed: RE: Song Played


Swcel! I’m glad you found it, a~]d added it to your music collection :)


Happy XM LIs~enb~g,
Lily
Music DIreclor/Watercolors
_v,:a..l_~ r__c o I_oc_s@x !n_r~ d 7o


....Ong,na! t4essage .....
From:.
Sent: Monday, April 10, 2006 12 0S AM


5/9/2006







~a~erco~ors


Dcar L~ly,


Thank you again.


The song I w;~ loo~ing for w~s S~enfle~ by Dave Koz.


W~thout your kind help th~ would be lost forever.


I ordcrcd lhc CD TI~ Dancc.


I owe you_


You’re ~he bcsL


So ~ ~es~ To You


~anks


........Ortgmal Message .......


Da~e: 03130106 ! i :41:39


Sttbject: R E" Song Played


Hi
Here’s a hs! oflunes played on 3/23 bctwecn 5-5.30pm EST.


looking for in the list!


5.00pro Rose Rouge/S! Gem~ain
5:06pm Positive Vibe/Pamela Williams
5:10pm Lilac Lane/Acoustic Alchemy
5" 15pro SurrcnderlDave Koz
5:20pro Etermty/LiTz Weight
5.24pm 1 Feel You/3Naltcr Beasley
5:28pm Always Thinking Of YotdN~ck Cohonnc
5:32pm Tamera/Warren Hill


Besl,
L~ly


I hope you find the lune yo~


..... Original Message
From:


519/2006







~age 3 of 3


~ent: Wednesday. March 29, 2006 1:14 Pr4
To: Watercolors                                         .
Subject: RE: Song Played


Dear Sirs


I appreciate so much your qmck re.sponge to my question.


Unforttmately it was the tune be[ore"l Feel You" that I needed.


I beheve this is now lost forever


But thank you fo~ you response again.


The tune ] was looking for, i have heard a couple of times long ago in the pa.~ and would h|
support the artist.


h’s a real bluesy number with a great saxophone arhst.


Just m case i~ is still avmlable ~o you, i’m here.


If not I hope ! hear it on your s{a{ion again.


Yours


Body: Fore: html>


Body: Font: html>


< Body: For!! html>


51912006







..... Original Message .....
From.
Sent: Friday, Aaril 14~ 2006 12.57 AM
To: Wax. Bill
SubJeCt: RE: Mark Cook disc


B~II,
._ .here - thank you so much for Ihe info on Mark Cook - I actually


wrote him through his site and he’s an exlremely nice guy - I later found he
won "Blues Album of the Year" - 2 years in a row! I’m a guitarist myself
but just as a hobby nothing of his cal~bur - but thank you again for the
connection - Mark is sending me a sIgned poster and I’m purchasing two of
his CDs that I do not own yet_ Until then - Ill keep listening to channel
74 of my satellite receiver and ! hope you keep playing the "Blue Voodoo"
song - which is one of my Mark Cook favorites - also enjoy your friday all
request show - ~t seems to be a little more aggressive than your usual
weekly program David (fan of the blues)


>From "Wax. Bill" <Bdl Wax@xmradio tom>
>To._
>Subjed" Mark Cook disc
>Date: Wed, 12 Apt 2006 13 27.40 -0400
>


>Dear David - You should be able to get-the disc from Mark himself on
>his web sIte which Js www.markcookmusic.com.







>’[ b’anks for listening lo Bleusvllle and for helping keep the blues
>-alive


¯ Bill Wax
¯ Proprietor of Low-Fi’s Bar and Pool Hall
>Biuesville - XM Satetlile Radio
¯


FREE pop-up blocking wilh lhe new MSN Toolbar - gel it now!
hllp:/ttoolbaf.msn.click-url com/go/onm00200415ave/d~rect1011







From: ’
~nt: ~7~mday. Apr~i ~7, 2006 I Z:3-9 ~
To: The Torch
Subject: The Tor~l~


C-~nlleme~.
! wanted to express my d=sappoJntment abou! remowng ]he Torch f[om my" XM r~’~’~’~’~’~’~’~’~’~o I travel in my car
extensively, thai is why ! purchased XM Radio.and ! hslen to Ihe Torch 90% of the time. In fa(;t t2 o| the las113
CD’s I purchased came from songs I heard on ]’he To~ch. I don’t hslen to rnusm¢ on hne I do have O.ecTV and
can en~oy The Torch there But w~thout Jt =n my car I’m not sure | need XM Radio anymore. Please reconsider
your dec=s~on
Smncerely.


519/2006







..... Original l~lessage .....
From:
Sent: Thursday, Ma~ch 30, 2006 I: 16 PM
To; Lee,
Subject: Whoa. Tea fo~ one.


I-Icy Aaron,


Man, lhat rocked. I seldom buy CDs anymore ]’m going to have to get the new JB disc.


ll’s ] 06 males IO Chicago, we gol a fixll lank of gas, half a pack ofc~garetles, n’s da~k and we’~e
wearing sunglasses. I-h~ ~.


5/9/2006







..... Original Message .....
From"
Sent: Sunday, April 16, 2006 5:07 PM
To: The Bob.Edwards Show
Subject. Website Feedback


Name. ¯


Ema~l Address"


Commenls: I love lhts program!! Just heard the segmenl on the Flecklones and bought two of Iheir
albums as a resull. Keep up the great work!







..... Origi_nal Message ....
From: ~
Sent: Monday, April 17, 200~ ~).58 P~
-ro: Kenny, "l-homas
Subject. RE: Going to web-based program


Thomas,


Thanks for your message back. I can appreciale the decision to appeal to the b[oadest audience
possible - you’ve gol a network Io run, after all, with limited bandwidth. The other delivery means
don’l help me a whole Iol, s~nce I don’t have direct TV and my employer blocks access to "media"
programming over my work connection. Getting XM to my PC in the office would be AWESOME!


I’ve lislened !o XM32 a htlle so far today, bul ~l.’s not Ihe same. I’m going to miss Undefoalh, K~ds m
the Way, MXPX, etc Those groups and theIr peers can credit quIte a few CO sales to your station,
from me anyway.


In any case, s~gmng up for XM was a no-bra~ner when the free Ir~al period ended when I got my
Honda Accord a couple of yeats back, and Ihat was befo[e I l,stened to The Torch p~obably 80% of
~e hme I’m s~gned up unt~l {he lease runs Out:.a( which point I’lt sign up again with another car.







I
Thanks for lhe personal response and best wishes[on ynur new channels (audio and d ~stdb,JliOn)_ "
’~e.~a rds.


[homas.Kenny@xmra
dio corn


04;17/2006 04:56
PM


i


To


Subiec|
R~. Gown9 ~o web-base6 program


i


Hi. -l-his ~s Thomas from The Torch. Thanks for youi" email. The response from listeners has been
over~vhelming. Any follow-up is appreciated.


i
Here is a full explanation of the changes taking pla(~e on 4117/06.


As you know, XM jusl introduced several new channels into the lineup and removed a few as well.
The decision to remove a channel is neve[ easy ~
1I Js underslood Ihat the Torch had a very loyal audience However, the research and bstener
feedback indicated lhal this very loyal audience wa~ also very limited Listener feedback ~s very
important Io XM as some channels have been brought back based on "popular demand."


I
The good news is that the Torch will be available Ih.i-ough Direct TV (CH.
829) for the first time in additional !~) onhne at www ~mrad~.o.com and through AOL music


And, you’ll be able to hear some of the music that ll~e Torch played on The Message, XM 32, which
plays a great mix of Christian pop and rock hits. An~l, we recently introduced XM 34 - Enlighten to our
salellile audience, playing lhe best in Southern Goslpel. Urban Gospel, XM 33 - Spirit. w~ll also remain
on salell,le.                                  ,


! thank you again for writing and for being an XM su’bscribeL I| you have any further comments about
any of the XM music channels, please feel lree to directly contact VP ol Music Programming, Jon
Zellner.
jon.zellner@xmradio corn                       :







o :


]homas


Thomas Kenny - Music Director
XM 31 - The lo~ch
1500 Eckington Place NE
Washington, DC 20002
O: 202.380 4353
E: thomas.kenny@xmradio.com
A: Overflo~ving X
W: www.myspace.comtthomasaugustus .


"Non-linear baby! Non-I~near baby!" - Galaxalag


..... Original Message ....
From
Sent: Salurclay, Apdl 15, 2006 9:32 AM
To: The Torch
Subjecl: Going to web-based program


Subject- Going to web-based program


Altachment(s): <font size=-l><tf(~)nt>


!


I


Listening to XM ~n my car is going to be a lot less e~joyable now that I won’! get The Torch any more.


;


(Embedded ~mage moved Io file. pic29734 jpg}







P,~ge 1 of!


P~ted To: X~S
Conversation: Th~s For Bnng~g The Rockab~l~ Roa~tr~p
Subje~ Thanks For Br=~ing


Bruce,
It is so nic~
wilh new shows eve~ week, but you ar~ doing a ferric job. Each week, you expand my mind and ears
and turn me onto a n~w anise. ~his w~ek h was Jule~ Blatincr] ! had never heard of hun begore, but
n~w I wilt bc ordering his Hydro CD.             i.


Keep up the grea~ work!!!!


5/9/2006







~rom:


Sent:-Mo~day. 3uly 24, 2006 2:25 PM
TO: Fine Tuning
Subject: error in music li~tin9


It’s about ~:25 p.m. Eastern and you are currently playing Emerson, Lake & Palmer’s "Lucky
Man," which is OK. except that your channel l~sting says you’re playing ELP’s "Karn Evil 9
3r~ Impression.~ Thought you’d want to know...


avid Fine Tuning listener


P.S. A while ago you had the California
CDs as a result of beaten9 them. Thank you!


Quartet on your show and I bought all their







.....Odginal Message
From_: Marrone, M,ke
To:.
Sent: Sun Ma~" 12 22:08:03 2006
Subject: RE: Paul Brady


H!


This is a good Besl Of:


hltp:llwww.amazon.comtgpfproductlBOOOO5USHSl~id=11422192531s[=2-2[[ei=pd, bbs b 2
2/102-5183103-34 57710"Ts=music&v=glance& n=5 ~ 74


This ~s one of h~s besl.                         :
I


h[tp’llwww.amazon.comfgplproductlBOOOOOIOVG~ef=m art li 101t02-5183103-3457710"7
s =music& v=glance g n=517 4


And I really like lhe latest one


http flw~vw.amazon .~omlgplpfoductlBOOO76512WItel=p~ art fir 2/102-5183103-3457710?
s=mus~c&v=glance&n=5174                   "


M!ke
t


M~ke Marrone
Program Direclor
The Lofi- XM50
XM Satellile Rad,o
1500 Eckington PI. NE
Washmglon. DC 20002







From"
Sent. Sun 3t1212-0~)6 9.37-PM
3"o: Marrone. M~ke
Subjecl: Paul Brady


(202)~380-4436 (d#ecl)
The Loft on lhe web: http://loft.xmradio corn <http-I./loft.xmfadio.com>


i


I was wondenng ~f you could give me a little difech6n w~lh Paul Brady.
Any lavori/e a~bums t~a! you lh~nk are l~e besl? -thanks.


Best regards







Page i of 2


I


.....Original Message .....
From:
Sent: Friday, July 21, 2006 6:50 AM
To: Watercolors.
Subject:;Fwd: Need The Title and Artist for 2 Songs Heard On Your Station


Lily:
i


Thank you so much, I have purchased the CDs containing the 2 songs that I heard on your station.


Thanks again.
I


1
..... Original Message .....
From: XMLTJA@xmradio.com
To:


t


Sent: Fri, 23 J~n 2006 9:23 PM                      :
Subject: RE: Need The Tille and Artist for 2 Songs l-leaid On Your St.atiotx


Thanks for being a part of the XM nalion! we pla~ed "Le Restaurant" by Brenda Russell around
4:40pm E’I- Find this song on her 1988 album call,ed Get Here. I’ve altached a pic of the CD cover


10/1912006







"Message Page 2 of 2


art, and this album is still inprint. As for"you oughia know by now" - those lyrics sound familiar, but I
can’t quite put my finger on it. Was thin also a fem,~le vocal? Need seme more help for this one, but i
know we can find it. Let us knowl             ’,


1


II1111


Happy XM Listening,
Ldy
Music Director, Watercolors
watercolors@xmradio.com


.....From:Originai Nessage
Sent: We6nesday, June
To: Watercolors
Subje~; Need The ~Ue and A~st [or 2 Son~s Heard On Your Station


To Whom tl May Concern:


On luesday, between 3:00 and 5.00 pm eastern ti~e, 1 heard two songs, that I would like to purchase, but
I don’t know the exact titles (or the artists), 1 belie~ve they are tilled:


"You Ought a Know By Now"
"At The Restaurant."


Any assistance would be greatly apprediated.
i


<HR


I 0!19/2006







e Message Page 1 of i


Frorl~:
Posted At: ~ue~ay, August 29, 2006 12:54 PM
Posted To: XM74
~.onver~atio~: Information ~luest
Subject: Informabon request


I just hstened to your broadcast ol "Blueswlle" on a United Pailines flight flora Chicago to Hong Kong I absolutely loved
~t!!!! THANK YOU!~                                     ~


I was wondering =1 there was a hsl of songs and .arhsls I wanied to buy some of Ihe=r CDs?
I


Thank you.                                         ;


10/19/2_ 006







..... Original ~essage .....
From:
Sent: Monday. July 24, 200G 2:25 PM
To: Fine Tunin9
Subject: error in music listin~


i


It’s about 2:25 p.m. Eastern a~d you are currently playing Emerson. Lake & Palmer’s *Lucky
Man," which is OK, except that your channe| Iistin9 says you’re playin9 EbP’s "Karn Evil 9
3rd Impression." Thought you’d want to know,~.


. avid Fine Tuning listener :


P.S. A while ago you had the California Guitar Quartet on your show and I bought all their
CDs as a result of hearing them. Thank you!


;







...... original Message
Fro~:
Sent: weanesaay, October 18, 2006 5:57 PM
TO: XH Care
Sub~ec~: Re: Song ~e~ues~


Br~an - great job ~ ~ bough~ ~he cd ~as~ week and have been enjoying...~hanx to you.


..... original Message .....
From: ’~XM c~F~" <XMMr)AC@xmradio.com>
To:
CO: ~’Evans. Bill" <Bil]_Evans@xmrad~o.co’,m>;
<Cathy.carter@xmradio.com>               ;
sent: ~onday,~October 16, 2006 10:25
Subject: RE: Song Request                ;


Good ears. The song you heard is called
it on her new cO "carnival."


Hope this helps, and thanks for


Brian


Brian Chamberlain
D~rector of Musical Interludes
XM Cafe~ XM 45
XM Satellite Radio
1SO0 E¢kington Blace,
washinglon, D.C.
brian.chamberlain~xmradio.com
P-202.380.~4~4
F-202.3BO.4444
www.xmradio.com
care Studio -1.866.542.CAFE
care Email- xmcafe@xmradio.com
care webpage- hIIp://xmcafe.xmradio.com


Sen~:Saturday, oc~~4, 2006 8:40
P~ge 1


"Carter, Cathy"


~Sign In The Door" by Kasey chambers. Find







CD BOUGHT DUE TO XM.~Xt
~O~cafe


subject: Song Request                      ~


XMRADIO.CO~ Song Reques~                  i


!


1


casey chambers ?                 i
the ]on]ey dontt live here anymore~


would l~ke to hear:


L~stener’s coments:
On friday the 13 I was l~sten~ng and heard a song - time 4:44 pm - the title may
have been "the lonely don’t ]~ve hear any ~or~" ~ ~ was a ~e~a]e artist, at end of
the set the dj mentioned some names - casey cna~oers, or amy ~ann. ~ loved the song
and the ar~st, can you ~e~ me who tha~ was and what ~he song t~t]e is. thanx,


Page 2







- !


From:
Sent: wednesday. My 03, 2006 11:46 N~I
TO: XMU


Page i


;







s~bject: Re: ×mu


So the great Tob~ ~s also the brains beh~d the operation! ~ell, I must
say you’ve done so much to enhance my lif~ with your selection sawy!
I"m a chi]d of the ’70s who’d seen my enthusiasm for music tr~¢kle ~o ¯
dribble until I found XN, and most specifically xMu.


Now I have about three pieces of 81/2 x 1! paper, front and back, l~sted
w~th bands ~ want to purchase material of! A good 8~ of ~hese emanated
from x~J. Z ve already thr~l]ed to purchase l~e oe]gados~ Arcade Fire,
The oears, E]efant and Aqueduct orl CD thanks ~o.your v~s~on. I vri]~
continue to regenerate my co]|ect-ion in the -coming years w~th your
guidance!


Great to meet you.


Page 2
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Before the
LIBRARY" OF CONGRESS
Copyright Royalty Board


In the Matter of


Adjustment of Rates and Terms for
Preexisting Subscription and
Satellite Digital’Audio Radio Services


)
)
)
) Docket No. 2006-1 CRB DSTRA
)
)


DIRECT TESTIMONY OF STEPHEN R. COOl<
(ON BEHALF OF XM SATELLITE RADIO INC.)


Overview


1. My name is Stephen R. Cook. I am currently employed by XM Satellite Radio


Inc. ("XM’) and was recently named Executive Vice President, Automotive. I have been


employed by XM since 1999, when I was hired as Senior Vice President of Sales and Marketing.


Prior to joining XM, I held key management positions with GTE Wireless Inc., Procter &


Gamble, and Conxus Communications.


2. To succeed, XM must market its satellite radio business through multiple


automotive and retail channels in order to acquire and retain subscribers cost-effectively. XM is


proud that currently it has more than 7 million subscribers to date. My testimony will focus


primarily on XM’s early and ongoing marketing and sales efforts that are responsible for creating


this subscriber base.


3. Marketing a new product like XM is particularly challenging and expensive for


several reasons. As an initial matter, XM must convince consumers that its product is different


enough from FM radio and other audio entertainment, and compelling and unique enough in


85792.1







itself, to justify purchasing new equipment and paying an ongoing monthly subscription fee. It


was also important to generate rapid subscriber growth to demonstrate the viability of the service


considering the large capital investment. Further, actual and potential satellite radio customers


are spread across a wide variety of different demographic segments. In order to attract, build and


maintain its subscriber base, XM’s marketing has emphasized several of its differentiating


features:


¯ Diversity and depth of XM’s programming appealing to mass and niche key market
segments


¯ More channels and more choice than our competitors


¯ Exclusive non-music programming available on XM


¯ Absence of commercials and unique and exclusive programming on XM’s music
channels


Nationwide coverage and outstanding digital sound quality of XM’s signal


Additional drivers of subscriber growth include the competitive price of XM’s monthly


subscription as well as the competitive price and quality of the radio receivers using technology


that XM develops in-house.


4. The automotive and retail distribution channels are crucial to XM’s marketing


strategy. While expensive, these distribution channels are necessary to expose consumers to


XM’s service and radio options. Broad distribution of XM Radio through the new automobile


market is essential to our success. Looking forward, the automotive industry is increasingly


focused on XM’s ability to provide data services to subscribers, such as traffic flow and parking


information, sports scores, stock quotes, and messaging (e.g. maintenance reminders). This


emphasis on data services by our automotive partners complements other growth areas for XM,


2 85792.1







including increasingly popular navigational offerings, consisting primarily of weather


information, for airplanes and boats.


5. From a marketing/distribution perspective, I believe that a significant increase in


royalties for music rights would impose a tremendous burden on XM’s ability to market and


grow its service. Many of our equipment subsidies and partner distribution costs are fixed. Any


attempt to increase subscription fees to offset a significant royalty increase could increase


subscriber cancellations and decrease automotive trial conversion rate. In addition, any large


cuts in our marketing and distribution efforts could likewise limit growth. XM is still at an early


enough stage of its life cycle that exogenous financial shocks, such as that caused by a


significant increase in royalties, could cause irreparable long-term harm.


Marketin~ and Sales Experience Prior to Joinin~ XM


6. I have over 20 years of experience as a marketing professional and executive. I


received an undergraduate degree at Duke University in 1978 and an MBA in marketing and


marketing strategy from the University of North Carolina in 1983. My first marketing job was at


Procter and Gamble. From 1983 to 1988, I was a Procter & Gamble Brand Manager, and ran the


marketing efforts of several national household cleaning product brands.


7. In 1988, I moved over to Providence Journal Cellular, an early cellular service


provider that was later acquired by GTE, to become part ofGTE MobilNet (later named GTE


Wireless). Like XM, Providence Journal Cellular had to purchase licenses, build a subscriber


base from scratch, and convince consumers to purchase receivers in order to use the service.


Initially, these receivers (referred to by many users in that early period as "car phones") were


large and expensive, and almost all billing was per minute, with limited availability of heavy use


plans. Over time, phone size was reduced and our costs and pricing came down. I held senior
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marketing positions (including Vice President of Marketing for the post-merger company), and


in 1993, became President of GTE’s Southeast Region, which included Kentucky, Tennessee,


Northern Alabama, and parts of Virginia.


8. In 1996, I left GTE to become Chief Operating Officer of Conxus


Communications, a start-up company. Conxus marketed "Pocketalk," an innovative service that


used paging spectrum to carry voice messages. At Conxus, I was responsible for marketing,


sales and distribution, advertising, product development, customer service, and network


engineering. I also directed distribution alliances with several regional paging companies and


voice messaging providers. After initially raising $500 million in capital, we paid $90 million for


1 of the 2 national licenses available, and launched service in top ten markets such as New York


and Washington, D.C. However, the service proved to be ahead of its time. We were unable to


raise additional money, and the company went out of business. At that point, ! was recruited for


Marketin~ and Sales Roles at XM


9. In 1999, I joined XM as Senior Vice President of Sales and Marketing. For the


past seven years in that position (and later as Executive Vice President, Sales and Marketing), I


was responsible for all aspects of XM’s sales and marketing, including the development of


distribution channels, pricing strategy, hardware promotional spending, and marketing


campaigns.


10. XM’s key marketing and sales goal is to acquire and retain subscribers. My


particular focus with respect to subscriber acquisition was to build XM brand awareness, educate


consumers about satellite radio and the XM service, develop retail and automotive distribution


channels, execute promotions to drive sales, and develop radio receivers that were attractive in
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terms of price and design -- all while minimizing subscriber acquisition costs. With regard to


retention, my primary focus was on customer care with regard to both XM’s billing operations


and call center. As I discuss in detail below, important metrics regarding subscriber acquisition


and retention include subscriber acquisition costs, costs per gross addition, subscription


cancellations (known in our industry as "chum"), and the rate of conversion from trial


subscriptions to long-term subscriptions.


11. There are approximately 110 people in the marketing and sales department of


XM. The department’s budget - including payments of various subsidies to automakers and


retailers that I discuss more thoroughly below - totaled $604 million in 2005.


12. Because of the critical importance of our relationship with the automotive


industry to the marketing and distribution of XM radios and the XM service, it was decided that I


should focus all of my time and energy on this part of the business. In July 2006, I was named


Executi~,e Vice President, Automotive. Nearly 60% of the automotive manufacturers who sell


cars in the United States, including General Motors, Honda, Hyundai, Toyota and Nissan choose


XM as their exclusive factory-installed satellite radio provider. GM offered XM satellite radio


factory-installed in more than 50 car, truck and SUV models for the 2006 model year.


XM’s Marketing and Sales Strategy


13. XM’s fundamental marketing and sales goal is to acquire and retain subscribers as


cost-effectively as possible. Satellite radio has a significant cost structure and is not viable solely


as a niche market service. XM is a mass market product and needs to be adopted by a large


cross-section of U.S. consumers to achieve the scale needed to support satellite radio’s large


fixed-costs, infrastructure maintenance and upgrades. Our target market is the 230 million


registered vehicles and over 110 million households in the United States, including a focus on
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the portable audio market. By reducing the cost of the radios and keeping the subscription rate


reasonable, XM can become a viable mass market service; however, today analysts estimate that


XM is still losing $I .9 million a day in 2006.


14. Our on-going challenge is to create consumer demand for XM’s service. Early


on, the primary marketing messages were XM’s breadth of programming, digital sound quality,


coast-to-coast coverage, absence of commercials on XM produced music channels and its


exclusive non-music programming. Nationwide transmission coupled with robust signal strength


was crucial, especially since ten percent of XM’s early adopters were long-haul truck drivers.


Over time, XM’s marketing has evolved to focus more on programming. Our value proposition


relative to terrestrial radio includes the following offerings: exclusive programming (especially


certain sports, news and talk programming); the most channels, diversity and breadth of


programming; absence of commercials on XM produced music channels; and digital sound


quality: We must effectively communicate to consumers reasons to pay for XM service and


radio instead of staying with traditional commercial-supported AM/FM radio even as those


traditional terrestrial radio broadcasters are moving to a digital platform and reducing their


commercial load in response to competition.


15.    In addition to our primary competition from te.rr~.strial radio broadcasters and


other sources of audio entertainment (iPod, MP3s, cellphone, etc.), XM must compete with


Sirius for satellite radio subscribers. We compete with Sirius in a number of ways. For example,


we promote our exclusive content and breadth and quality of XM programming. We also


compete by constantly innovating our device offerings to consumers. And, importantly, we


compete with our distribution deals, particularly with regard to distribution of our radios factory-


installed in automobiles ("Original Equipment Manufacturer" or "OEM’" distribution).
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XM’s Relationships With Automotive Companies


16. With the automotive distribution channel, we are literally and figuratively along


for the ride when XM receivers are "factory installed" in the manufacturer’s vehicles. Initially,


convincing automakers there was a demand for XM radio was a difficult and expensive


proposition. General Motors, for example, negotiated very favorable terms when it became


XM’s first automotive partner in 1999, two years prior to the launch of our service. In exchange


for a 12-year exclusive commitment, we have substantial payment obligations to GM. In my


view, this partnership was necessary for XM’s survival, as GM has the largest share of the


United States automobile market and based upon experience to date, XM believes one of the best


ways to penetrate the mass market is via the automotive channel. More than 90 percent of GM’s


model-year 2006 and 2007 U.S. vehicles offer factory-installed XM radios as either an option or


as standard equipment. During the summer of 2006, GM announced that it had produced its five


millionth vehicle with factory-installed XM Radio. Other automakers such as Honda, Toyota,


Nissan and Hyundai followed GM’s lead and signed up as XM partners.


17. Reaching agreements with our automotive partners continues to require economic


incentives from XM. Specifically, XM subsidizes the hardware installed in cars and often gives


these automotive companies an activation commission. Some automakers also get a revenue


share from XM on the monthly service fee paid by subscribers. There are other types of costs


involved as well. For example, XM supports the HondaJAcura auto racing program. These new


car buyers generally receive three free months of XM service with their purchase of a new


automobile with a factory-installed XM radio. The goal is expose the car owner to XM and to


"convert" (a metric described in more detail below) as many as possible into self-paying


subscribers.
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18. While distribution through automotive companies is fruitful, it requires substantial


ongoing investment over many years to bear this fruit because car models are designed so far in


advance. See Cook Exhibit 1 (Flow of Marketing Costs of the Automotive Distribution


Channel). To date, XM estimates that it has acquired more than 3 million subscribers through


the automotive distribution channel. We expect the automotive channel to increasingly serve as


a significant source of new subscribers.


XM’s Relationships With Retailers


19. Through the retail distribution channel, we market directly to consumers with the


assistance of mass market retailers of electronics products, such as Circuit City, Best Buy, and


Wal-Mart. Like our automotive partnerships, initially these retailers had to be aggressively


pursued. We had to pay substantial fees to convince them to dedicate scarce shelf space in their


stores to carry hardware for XM’s service. We continue to subsidize retail sales of XM radio


receivers in several ways. Over and above the margin they receive on the hardware, we pay the


retailers a commission for each radio sold through that retailer that subsequently is activated by


the consumer. Certain retailers also receive a small portion of XM’s subscription fee from radios


sold through that retail outlet. With some retailers, this subscription fee payment is capped at


four years, and with others it continues for the life of the subscription. XM also pays a subsidy


to the manufacturers and distributors of the XM radios, such as Delphi, Pioneer and Audiovox, in


order to keep the wholesale price to retailers at levels that will allow XM to achieve a target


retail price point. Finally, XM also provides substantial market development funds to its retail


partners, which pay the retailers to advertise XM’s receivers and service in newspaper circulars,


in-store displays, etc. We develop and pay for in-store merchandising materials, including end-
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aisle displays for several retailers, and train the sales forces of all major retailers. See Cook


Exhibit 2 (Flow of Marketing Sales Costs of Retail Distribution Channels).


20. Growth trends are slightly different for the retail channel than for the automotive


Channel. The key to driving growth at retail is developing receivers that consumers want in


terms of look and functionality, and at a price (for the monthly subscription and hardware), that


is consistent with the consumers’ perceived value of the service. This process has a very fast


development cycle requiring significant research and development expense to keep pace with the


changing trends in consumer electronics. XM estimates that it has obtained more than 4 million


subscribers through this channel. In total, XM spends $300 million annually on its retail


distribution channel.


XM’s Exclusive Content Deals


21. XM’s exclusive content deals are vital to our effort to acquire subscribers by


offering programming not available on Sirius, terrestrial radio, or other entertainment services.


For example, our sports programming includes live coverage of every Major League Baseball


game, and National Hockey League team, and full coverage of certain Division One college


football and basketball conferences. Fans nationwide can follow games of their favorite teams


on XM’s service, regardless of whether those games are broadcast in their local media market.


Indeed, after the launch of Major L.eague Baseball on XM, 21% of new subscribers surveyed in


the spring of 2005 said they signed up for XM because of its MLB programming. A new


channel, Oprah and Friends, also provides XM with compelling original programming from


Oprah Winftey’s company. In order to launch this channel, we had to spend $55 million to


acquire the programming and launch the channel, and $1.6 million to construct a Chicago studio
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in conjunction with Oprah Winfrey’s company. We did this with the belief that we could attract


Oprah’s millions of fans to become XM subscribers.


XM’s Subscription Rate Structure


22. We also seek to retain subscribers through multi-year commitments and multiple


receivers within the same household, on-time and accurate billing and by incentivizing


subscribers to pay by credit card. XM offers its service at a subscription fee of $12.95 per month


for the first receiver, and a "family" plan rate of $6.99 per month is available for each additional


receiver. XM also offers discounted service fees for paying one to five years in advance.


23. XM launched service in 2001, charging $9.99 a month for our service. When we


later raised our rate to $12.95, it resulted in higher churn, or the number of paying subscribers


who cancel their service after a period of time. See Cook Exhibit 3 (Rate Increase Impact on


XM Subscriber Churn). Raising our service fee also negatively affected our conversion rate


from the automobile channel, decreasing the number of new subscribers we acquire through this


important channel. See Cook Exhibit 4 (Automotive Trial Conversion Impact Following Rate


Increase). The conversion rate is the number of subscribers who receive a free three month trial


with the purchase of a new car with an XM radio installed, and elect to become self-paying


subscribers when the trial period expires. We continually analyze the possibility of increasing


the subscription rates but are concerned about the adverse effect it would have on subscriber


growth. In fact, competition from various existing services such as iPods, and other audio


entertainment services, may exert downward pressure on our pricing in future years. Free HD


Radio digital channels, whose music programming competes directly with XM’s, are not subject


to sound recording performance royalty fees or statutory sound recording performance license


limitations such as the sound recording performance complement. Most major cellular carriers
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offer streaming audio services and Wi-Max networks, as well as new "rich multimedia’"


technologies such as MedioFlo and DVB-H, will also carry music in the future, adding other


competitors for satellite radio.


Results and Effectiveness of Marketing Approach


24. XM now has more than seven million subscribers. According to Greystone


Communications, a media research and planning firm, the pace to the first five million


subscribers was faster than other new technology introductions, other than DVDs, such as cable


television, internet service, cell phones and MP3 players.


25. I look to several key indicators on a monthly basis to evaluate the effectiveness of


XM’s marketing efforts to drive subscription growth. I first consider gross additions of new


subscribers, which is all new self-paying subscribers and all new subscribers who purchased a


car with an XM radio from our automotive partners and are in their three month trial period.


Looking at Cost Per Gross Addition (CPGA) gives me a broad sense of how cost-effectively we


are adding subscribers. Overall, XM’s cost to acquire a new subscriber has averaged a bit over


$100. I also look at subscriber disconnects, as measured by chum and conversion rates. Data


concerning subscriber disconnects help me to gauge the effectiveness of our retention strategies


and the ongoing appeal of XM’s service. XM’s churn rate has averaged between 1.6% to 1.85%


of our self-paying customer base per quarter for 2006 to date. Regarding our automotive trial


conversion rate, in the first half of 2006 approximately 54% of new car buyers converted to self-


paying subscribers. See Cook Exhibit 4. Overall, these metrics allow me to gauge XM’s growth,


and determine how cost effective we are at adding new subscribers and retaining existing


subscribers as a result of our marketing and retention strategies,
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26. Our service has achieved broad listener appeal across subscribers of different


ages. On a pie chart showing XM’s demographics by age group, the "slices" are fairly even. See


Cook Exhibit 5 (The Breadth of XM Radio’s Appeal Creates Challenges for a Limited Marketing


Budget). This demonstrates a pattern of mass product adoption across the age spectrum. We


believe the broad appeal of our service is due to the combination of XM’s music, news, sports


and talk offerings, which appeal to a wide demographic. By contrast, other new technologies


such as iPods have a younger user demographic. Our subscribers are currently 63% men, but we


expect our gender demographic to move towards a more even split between men and women as


more women convert to paying subscribers through our automotive partnerships. See id.


27. The broad appeal that XM strives for makes marketing an expensive, on-going


challenge. We need to advertise the broad benefits of XM with an easy-to-convey message.


Internet, newspaper and magazine advertisements can be used on a limited basis for targeted


marketing to reach specific segments of the population. However, expensive national television


is required to reach the mass market.


28. As discussed previously, XM’s relationships with automotive companies and


retailers and their marketing support also play a crucial role in subscriber acquisition and


retention, as does XM’s exclusive programming. XM also realizes tremendous benefits from


adding well-established, major brands to its programming. Our entire channel line-up,


particularly on the news, talk and sports side, is replete with brands that are well-known to


consumers, thanks to the extensive marketing efforts of other companies. These include


information sources, such as CNN, Fox News, ESPN and Bloomberg, and personalities, such as


Willie Nelson, Oprah Winfrey, and Dale Earnhardt, Jr., who are recognized and associated with


certain programming by millions of Americans. See Cook Exhibit 6 (XM Program Guide). Our
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ability to market the new XM brand is greatly helped by aligning XM with established


programming sources.


29. We also conduct ongoing advertising and promotional activities, such as


television, radio, print and Internet advertising, and distributing sample programming and


marketing materials at retail outlets, concert venues, motor sports events, and on the Internet to


generate consumer interest. General Motors and Honda sponsor national and local print and


television advertising that features the XM logo and message. Our 2005 holiday season "Listen


Large" marketing campaign featured TV spots with Ellen DeGeneres, Snoop Dogg, Derek Jeter,


David Bowie and Martina McBride. We promoted our exclusive relationship with the PGA Tour


by offering handheld radios for rental and purchase at PGA events. XM’s current "ON" TV and


print advertising campaign seeks to deliver a distinctive, creative message about the breadth and


appeal of XM’s programming, and represents a new strategy to reach potential subscribers in the


"early majority" category. Our strategy of providing potential subscribers with the opportunity


to experience the XM service leads to a number of marketing alliances where consumers sample


our service offering. Consumers test-driving XM-.enabled General Motors and Honda/Acura


vehicles or renting AVIS, Alamo, National and Zipcar rental cars can experience XM radio first-


hand and passengers flying JetBlue, AirTran or United sample a subset of XM’s programming


during their flights.


Marketing Impact of New Product Development


30. XM’s internal research and technology development capability allows us to create


more marketable receivers than would sole reliance on third-party manufacturers. Our product


development team can easily identify and design features that, from a marketing perspective,


should be included in radio design. Based on our research and contact with consumers, we can
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determine features that subscribers and potential subscribers want -- for example, the number of


presets they would like or how the navigation controls should work -- and work with R&D to


develop user-friendly radios. The channels of communication are more open and the process of


product development faster and more efficient than an outsourcing arrangement would allow.


31.    One example of the benefits of XM’s in-house R&D is the development of the


Inno and other portable radios. The ubiquity of Apple’s iPod and the need to compete with it


and other MP3 players led XM to invest heavily in the development of a portable device that


allowed subscribers to take both live XM and their own recorded music with them. XM now has


these radios on the market, and we believe that the ability to listen to live and recorded XM as


well as the consumer’s own MP3 files offers significant advantages over iPods.


32. XM’s partnership with Napster, one of the most recognizable brands in digital


music, was also instrumental in marketing a device that could store music that the consumer


purchased or owned, to be more competitive against iPods and other MP3 players. Apple’s


iTunes enables users to purchase and organize music for easy upload to their MP3 players. From


my perspective, XM needed to market a similarly seamless way for subscribers to purchase


music they hear on XM. The "XM + Napster" partnership does just that, by giving XM


subscribers a single, user-friendly interface for accessing, purchasing, and managing music.


Most importantly, XM + Napster allows subscribers to discover new music via XM’s diverse and


extensive line-up of music broadcast programming -- a feature that iPods lack. We hope that


XM + Napster will give XM a competitive and marketing advantage; however, time will tell


whether this effort and whether Napster itself will be successful.


Data Services as a Growth Opportuni ,ty
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33. Another key component of XM’s long-term success will be data services, an


innovative line of business that XM has helped develop from scratch. See Cook Exhibit 7 (XM


Advanced Capabilities - Beyond Audio). Automakers are particularly focused on data services,


and XM’s offerings have been a factor in XM’s success in getting automakers to include XM


receivers as factory-installed equipment in their cars. GM, for example, sees XM’s data services


as a complement to its popular On-Star system, and is even considering building XM’s receiver


into the very same module as On-Star. 1 believe XM would not have reached a long-term


agreement with many of these automakers without providing access to data services and


dedicating private bandwidth to those manufacturers.


34. One data service currently offered by XM is "NavTraffic,’" the first nationwide


satellite-based data traffic information service that enables an overlay of current traffic


conditions on a map on the navigation system in subscribers’ vehicles. See Cook Exhibit 8. The


NavTraffic service is available in some Acura, Cadillac, Infiniti, Nissan and Lexus models, and


also is available in some aftermarket equipment. XM is also working with leading parking


industry operators to develop source data availability and a network to provide real-time parking


space availability information through °’ParkingLink." See Cook Exhibit 9. XM also is


developing "XM WeatherLink," a new approach to weather for the automobile, optimized for


vehicle navigation systems and focused on driver needs for information such as adverse road


conditions and warnings and advisories. See Cook Exhibit 10. Subscribers pay premium prices


for these data services, with packages starting around $30 per month. XM is currently working


with the product planning and engineering development teams of various automakers to provide


subscribers the ability to access information such as stock quotes, sports scores, weather updates,


and flight information by voice command. See Cook Exhibit 11. This exciting project has
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helped to fuel the development of new technology allowing access to such information through


conversational speech (e.g., "Did the Tigers win their game last night?") rather than rigid


commands requiring the use of only particular words for limited functions (e.g., "turn radio on").
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Certification


I declare under penalty of perjury that the foregoing is true and correct.


Dated: Washington, DC
October 30, 2006


Executive Vice President,
Automotive,
XM Satellite Radio Inc.
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1. My name is Anthony J. Masiello. I am currently employed by XM Satellite Radio


Inc. ("XM") as Senior Vice President of Operations. I have been employed by XM in that


capacity since 1999. My responsibilities at XM encompass all technical aspects of our broadcast


operation, including our broadcast signal, broadcast studios, transmission equipment, network


operations and radio receivers.


2. My testimony will discuss, from a technological standpoint, the enormous effort


and expense required to develop and launch the XM service, the ongoing efforts and expense of


our operations, and our continuing commitment to innovation. This effort is unparalleled in the


radio industry. Not since the introduction of FM broadcasting has an audio broadcasting service


had to design, build and launch, virtually from scratch, all aspects of its service infrastructure


from signal to receiver. But, unlike today’s FM radio broadcasters, satellite radio had to pay for


the spectrum, as well as design and build satellites and receivers in order to deliver their service


to the public.
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3. Each stage of this effort was undertaken with great care to deliver the best


possible sound and a diverse array of program and data services using a finite amount of


bandwidth. As a result of these efforts, XM has opened new technological avenues in the


broadcasting field -- creating the world’s largest state-of-the-art digital broadcast studio complex,


which feeds more channels of audio with better sound quality, and new data services, to


increasingly smaller car, home and portable radio receivers. Perhaps only the evolution of


satellite television from a service utilizing expensive, large dishes as receivers to easy-to-install


DBS service is comparable. XM, however, achieved this in just a few years, with much more


compact equipment, and in a much more demanding mobile vehicle transmission environment.


Industry Experience Prior to Joining XM


4. ] have more than 35 years of relevant experience in broadcast operations, starting


witt~ a position at Fordham University’s WFUV-FM in 1968. At WFUV, I operated and


maintained the transmitter facilities as part of a work-study assignment. I also took courses in


basic broadcast signals and electronics, computer science, and tube design, and obtained my FCC


First Class license to operate and maintain broadcast facilities. In 1971, I was employed by ABC


Radio Networks, where I was assigned to the radio network division and began doing field and


studio technical work. By 1977, I was manager of broadcast services for ABC Radio. My


responsibilities included station interconnects to the network, and setting up remote broadcasts


for major news and sporting events such as political conventions and the Olympics. Initially, the


network operated over analog AT&T land lines. In 1979, toward the end of my tenure at ABC,


the network was making the transition to use of digital broadcast satellites. On the management


side, I was the team member receiving and reviewing bids on how to link to our affiliates to the
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ABC Radio network via satellite, and we conducted numerous audio tests to evaluate the sonic


quality of satellite digital radio transmissions.


5. In 1980, I became Director of Operations and Engineering for Enterprise Radio, a


start-up 24 hour sports talk service. In 1982, I became the Vice President of Engineering for


Dick Clark Productions’ United Stations. I built the studios and satellite transmission


infrastructure for the company, a 24-hour broadcaster and syndicator of programming to radio


stations, including shows such as Dick Clark’s "Top 40" countdown.


6. In 1984, I became Vice President of Engineering at Meadowlands


Communications. The company built systems for satellite transmission at stadiums, all in digital


format. We handled all of the 1984 Los Angeles Olympic coverage. We also handled news


coverage, interconnecting with local audio/video lines and then uplinking the signal for


distribution. In 1986, I became an industry consultant. For one of my clients, based in Homdel,.


New Jersey, I developed a business plan to deliver commercials to stations via satellite (as


opposed to shipping physical tapes).


7. I joined CBS Radio Networks in 1988 as the Director of Technical Operations,


and was later promoted to Vice President, Technical Operations. In these roles, I had


responsibility for all the technical and engineering aspects of CBS’s AM and FM owned and


operated stations, as well as the CBS radio network programming delivered to affiliate stations.


My work included designing facilities and building studios for broadcasting. I led cutting-edge


technology efforts at CBS in which I developed substantial expertise in the processing of digital


audio signals, and in "audio compression" technology that could reduce the amount of digital


information in a broadcast transmission signal yet still produce clear digital sound quality. I also


developed a second area of expertise concerning digital audio broadcasting by terrestrial radio
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broadcast services. I studied the European Digital Audio Broadcasting system, and worked on


early in-band on channel digital audio transmission systems (a technological standard thai


provides a method for transmitting near-CD quality audio signals to radio receivers a!ong with


new data services such as station, song and artist identification, stock and news information, as


well as local traffic and weather bulletins). I also participated in founding a company known as


USA Digital, which later became iBiquity - the company that created the terrestrial broadcast


signal technology used in HD Radio in the United Stales.


M,v Role at XM


8. In 1999, I was recruited by XM. When I joined the company as Vice President of


Broadcast Operations, XM had little more than an FCC license and salellite designs. There were


no studios, no chipset technology and no satelliles had been launched. The owners of what


would become XM had invested $90 million dollars in an FCC license on the assumption that the


right team of people would be willing to come to XM to.design and build the entire technology


and operating infrastructure needed for the successful launch of the audio service, a service that


competes with AM/FM radio, which people traditionally used for free. The satellites needed to


be built to XM’s specifications, insured and launched. Likewise, a network of terrestrial


repeaters had to be constructed so that the XM signal could be heard coast to coast with little


interference or interruption. Signaling protocols, integrated circuits, chipsets and radios had to


be developed from scratch. An entire broadcast operations center needed to be created,


including studios for production and transmission of programming.


9. My job was to oversee the design and build out of XM’s broadcast infrastructure.


This was an enormous technological challenge. However, I thought it could be accomplished,


and was fairly confident that consumers would pay for radio as they did for cable television
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service. I was enthusiastic about the opportunity, and left a conventional and secure


broadcasting job to move to Washington and help start XM.


10. My primary responsibilities include oversight of all technical aspects ofXM’s


operation through to the uplink to the satellite. My department includes about [ ] technical


operations employees at our Washington, D.C. facilities. Another [] technical employees


reside at our Florida technical development location (known as the "Innovation Center"). Since I


started at XM, I have recruited top tier people with the ability to think "outside the box," which


was necessary when launching a new technology service. On the satellite side, we hired people


who had worked at RCA Americom (now SES Americom), a pioneering communications


satellite firm. Patent holders and innovators who previously worked at Motorola, Inc. make up


part of the staff in Florida.


XM’s Facilities and Technolo~-v


11. In our D.C. facility, XM built the largest digital broadcast studio complex under


one roof, using state-of-the-art digital production and broadcast technology. All of the 82 studios


in that facility, including dedicated production studios, are able to go live on-air. By way of


comparison, at the time that I worked for CBS, CBS radio network had only 10-11 studios. In


addition to being the largest digital complex, I believe XM has one of the largest radio studio


complexes of any type, analog or digital, in the western hemisphere. Only the BBC can rival the


number of distinct studios under one roof. [


]


12. To accommodate air talent in other parts of the country, we have three studios in


New York City, including one at Jazz at Lincoln Center; one in Nashville, Tennessee; and one in


Chicago (used in conjunction with Oprah Winfrey’s Harpo Productions). We lease the space at


85790.1







3


PUBLIC VERSION


Jazz at Lincoln Center, have built studios and own all of our broadcasting equipment. Likewise,


in Nashville, our studio is at the Country Music Hall of Fame, but we built out the studio and


provided the equipment. At the other two locations in New York, we lease the space but have


built the studios to our own specifications and supplied all equipment. The Chicago studio is


owned and operated by XM and was built in conjunction with Harpo Radio, Inc. as part of the


agreement to create the Oprah & Friends channel on XM. In addition to the effort and expense


involved in building these state-of-the-art studios, XM must maintain the equipment, create the


technological link to the XM’s main broadcast center, and staffthe space with skilled personnel.


Masiello Exhibit 2 is a photograph of our Jazz at Lincoln Center studio. Masiello Exhibit 3 is a


photograph of our Nashville studio. Masiello Exhibit 4 is a photograph of our Chicago studio.


13. Our Washington, D.C. facilities include our broadcast, network and technical


operations centers. Broadcast operations consists of the studio and technical facilities that enable         ..


ourprogrammers to generate the content aired on XM. Broadcast operations prepares and stores


content and makes content available for broadcast to subscribers. Masiello Exhibit 5 is a


photograph of our D.C. broadcast center.


!4. Network operations runs the network and the satellite uplink. It is the control


center that supervises operation of the satellite network and the terrestrial repeater network. The


company also has a back-up uplink site in an undisclosed location. Masiello Exhibit 6 is a


photograph of our D.C. control center.


15. Technical operations provides support for all of XM’s departments. We support


all aspects of the studio and broadcast operation, and the uplink to the satellite. We monitor IT


operations (the servers, switches, and local area networks), but do not offer general IT support to


XM desktop PC users.
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16. Costs of broadcast operations were $17 million for 2005. These include costs


associated with the management and maintenance of systems and facilities, production and


performance studios used in the creation and distribution of XM-original and third party content


via satellite broadcast, and web and other new distribution platforms. I now turn to a more


detailed account of the development of XM from a technological perspective.


Initial Design


17.    Contracting for the first and second satellite was completed by March t 998, and


some work was done on XM’s system technology during 1998. Most of the design and


development process took more than three years prior to the launch of the XM service. The


process encompassed the design of the XM signaling protocols, the design, manufacture and


launch of the satellites, the design and construction of XM’s broadcast and operations facilities,


the design and manufacture of the terrestrial repeater network, the design and development of


XM’s chipset and the design and manufacture of the XM radio receivers. The satellites had°to be


specially designed for XM. The steps I describe below basically needed to occur in sequence.


18. The first and most critical step toward XM’s launch was to develop the technical


specifications (or "waveform") for the signals that transport the XM broadcast content from the


studio to the XM radios. Many fundamental and difficult decisions had to be carefully made in


developing these specifications. All these decisions had to be made correctly from the start. The


audio signal protocols could not be changed once the service launched, because any such


changes to the signal would make the signal incompatible with radios already in the field. Some


of these critical design decisions were:
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Because all XM subscribers receive exactly the same broadcast signal, the signa!


design had to take into account variations in listeners’ locations and the demands of transmitting


signals to moving vehicles and portable receivers.


The system had to be robust enough to uplink to the satellite and be received


clearly by subscribers.


We had to select a secure encryption method that could guard againsl theft of the


XM service, without imposing severe processing obligations on the receivers that would have to


decrypt the signal.


The key question was how to manage the trade-off between the sound quality of


each channel and the total number of channels that XM could broadcast. Better sound quality


requires greater bandwidth, and the amount of total available bandwidth was a finite commodity


allocated to us by the FCC. Therefore, one of the most important initial decisions was to test


various compression technologies, and license the most efficient algorithm for broadcasting. To


further maximize sound quality, XM also licensed from Neural Audio a processing technology


customized for XM that would deliver a high quality, optimized stereo image to the consumer,


while reducing the amount of data XM must transmit per channel. The distinctive "~ound of


XM" relates directly back to this decision. Two independent tests conducted in 2002 concluded


that the XM signal yielded superior satellite radio sound quality. We were able to launch the


service in 2001 with 100 digital channels and today we offer more than 170 channels of talk,


music, and other entertainment on the XM service.


Satellite and Uplink Design and Launch


19. Another fundamental question that we needed to address when I joined XM was


how to ensure the best possible reception of the satellite-delivered signal. XM has three
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enormous challenges: delivering a signal to moving vehicles; delivering a signal in urban areas


where a satellite may not have the necessary line of sight with the receiver; and ensuring


complete, nationwide coverage. Because consumers long have experienced interference in


receiving FM stations, and loss of signal.when traveling out of the range of the station’s antenna,


XM had to provide outstanding nationwide coverage in order to convince consumers to pay for


an XM subscription.


¯ 20. The entire XM transmission system consists of satellite uplink dishes that send the


XM signal to several geostationary satellites, which in turn re-transmit the signals to the United


States; and a network of approximately 800 terrestrial repeaters, located in the top broadcast


markets, which receive and re-transmit the satellite signals in places where the direct satellite


signal might otherwise be obstructed by tall buildings, mountains, or tunnels. These repeaters


are installed on rooftops or existing tower structures. They receive the XM signal from one of


the satellites, amplify it and retransmit it at higher signal strength to overcome any obstructions.


Masiello Exhibit 7 is a photograph of one of XM’s satellites. Masiello Exhibit 8 is a photograph


of one of XM’s repeaters.


21. Our system, which was initially designed entirely on paper, included repeaters


from the outset. We launched commercial service only when a sufficient repeater network was


in place so a consumer could drive from coast to coast through dense urban and wide open areas


and never lose the XM service. XM had to participate in the design of the repeaters, as satellite


radio was the first (and remains the only) satellite based service that uses S-band repeaters this


extensively. We also had to determine proper placement of the repeaters, and take into account


the degree of overlap needed and the chance that repeaters may cause interference with one


another, as they all share the same frequency band.
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22. After the "on paper" phase of this signal design was complete, the transmission


¯ system had to be tested in the field before we launched our satellites. Our testing included


simulations where test XM transmitters were "launched" in helicopters, and the signal was


received on pre-prototype XM satellite radio receiver boxes.


23. We next had to design and map out the basic elements of the satellite system


including the physical uplink, the construction of the satellites, and the actual launch. This effort


was enormously expensive, at a cost of [


] Hughes (now part of the Boeing Company) constructed the satellites,


which includes the basic satellite infrastructure. Alcatel provided the communications payload


elements of the satellites that are particular to the transmission of XM and were designed


specifically to handle our application. Each of the satellites was launched by rocket from the sea.


The Sea Launch consortium handled the launch for XM. Sea Launch was a new satellite launch


service at the time, having successfully launched only a handful of satellites before sending


XM’s first satellite into orbit. Launching satellites is inherently a risky endeavor, even for the


most experienced launch companies, and therefore insurance is required, costing per satellite


over [ ]


24. To enable nationwide reception and the technology necessary for a viable satellite


radio service, XM had to launch its own satellites built to its own power and other specifications.


Thus, XM did not have the option of merely renting time on another company’s satellite.


Commercial communications satellites generally transmit low-power signals thal can be ~:eceived


by dishes of various sizes, from the relatively small dishes that feed DBS such as DirecTV or


Echostar to commercial dishes several feet in diameter. But cars cannot drive around even with


the small parabolic dish antennas that focus and amplify a low-power signal. The need to
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purchase and install dishes would also limit the appeal for home use, and would rule out any


reasonable opportunity to develop portable and personal radios. Moreover, because the signal


must be delivered to moving vehicles, this signal must be omnidirectional, rather than narrowly


targeted to specific stationary receiving dishes. Therefore, to be successful, XM needed satellites


capable of blanketing the country with an extremely high power signal that could be received by


a very small antenna mounted on the roof of a car, or situated in a consumer’s home, or


embedded in a hand-held portable device.


25. We planned the launch of two geostationary satellites located at widely spaced


orbital positions (85°W and 115°W) covering the entire 48 contiguous states with overlapping


footprints. Each satellite alone covers the entire z18 contiguous states. (We named these


satellites "Rock" and "Roll.") Each satellite has two transponders that transmit across different


frequencies. The purpose of having multiple satellites and transponders is to ensure that if a


subscriber’s receiver were to lose contact with one satellite, it could quickly pick up the signal


from another satellite. The different positioning of the two satellites in space provides for


"Space Diversity" making satellite reception robust. In addition So space diversity, XM’s


waveform also employs "Time Diversity" which buffers 4 seconds of all signals (from the


satellites and terrestrial repeaters) in the radio receivers eliminating "drop ohts" when the


vehicles travel into small tunnels and/or highway underpasses.


26. We have launched a third satellite, named "Rhythm," in February 2005 and will


launch a fourth satellite, named "Blues," sometime in 2006. We had to launch additional


replacement satellites, only four to five years from our initial service Iaunch, due to the


unexpected rapid deterioration of the transmission power of the two original satellites. This was
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the result of a manufacturer’s defect in the satellite’s solar power system which was discovered


shortly after the satellites were launched into space.


27. The "uplink" side of XM is the transmission of broadcast signals from large (7-


meter wide) parabolic satellite dishes located at XM’s facilities to the satellites, which then


beam back down to subscribers’ radios and the terrestrial repeaters. In case of technical.


interruptions, XM also has a redundant uplink facility in an undisclosed location. Masiello


Exhibit 9 is a photograph of XM’s parabolic satellite dishes used in our uplinks.


28. The uplink system that prepares the signal and transmits it to the satellites had to


be developed from scratch. The uplink system first compresses the 170 channels of audio and


the non-audio data channels and builds them into a single encrypted XM signal. That


"multiplexed" signal then is modulated onto a carrier frequency, and is fed to the satellite dishes


which amplify the signal for transmission to the satelliles. The uplink system also includes the


business authorization system. This is part of the broadcast signal that transmits commands that


"turn on" each individual subscriber’s radio when a consumer activates a new subscription


account.


29. For urban areas, where the satellite signals could be blocked by tall buildings, we


needed to design and install a network of signal terrestrial repeaters on the ground that would


receive the satellite signal and retransmit that signal to fill in the gaps in coverage. These


repeaters had to be designed to operate on a different signal frequency and use a different


modulation method than the satellites. This optimizes propagation of the signal, and avoids


interference with the satellite signal. As noted above, our approximately 800 terrestrial repealers


are a central part of the XM system architecture, and contain some custom-built components.


XM obtained a separate FCC authorization for these repeaters. That authorization was granted
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on an interim basis in 2001. Creating our repeater network is not just a one-time investment,


since we have to maintain the repeaters on a continuous basis. Subject to FCC approva!, we are


also planning to add repeaters during the next 1-2 years, and on an ongoing basis, to replace


existing repeaters to further enhance the integrity of our signal reception. For 2005 alone, XM’s


costs relating to its satellites and terrestrial repeater network was $42 million.


Progression of Radio Receivers


30. All XM radios perform the same essential functions. They receive the signal from


the XM satellites and repeaters. They then amplify the signal, de-modulate the digital signal


from the carrier frequency, separate (or "de-multiplex") the single signal into channels that can


individually be tuned, then tune in each individual channel. These radios are capable of


receiving and processing the XM signal from XM satellites and from terrestrial repeaters. These


radios are one-way receivers that send no information back to the satellite. For that reason, XM


has no technological way to know whether or how long a particular XM radio is on, or what any


subscriber is listening to.


31. XM itself designed all aspects ofthe radios used to receive the XM signal. These


XM radios have several key components. The first, most fundamental, element is the chipset,


which provides the "brains" of the radio devices subscribers use to receive the XM signal. It has


evolved substantially over the years to become more capable, sophisticated and complex, yet


significantly smaller and lower cost than the first generation chips. Our own engineers at XM’s


Deerfield Beach, Florida facility designed the radio, including proprietary chipsets. Although it


was more expensive to do it this way, XM reaped a tremendous competitive benefit by retaining


control over all aspects of the design process and understanding how all of the technological
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elements came together. Once the chipset was developed, we sent it to outside manufacturers to


mass produce.


32. The second element is the "XM stack" - the software the radios use to control the


radio hardware, tune individual charmels, and display information to the user. All display


functions, including the information displayed about a song as it is played on XM and data-only


displays, such as scrolling stock prices and sports scores, are controlled by the stack. The XM


stack also incorporates complex algorithms resulting in a robust signal reception in "difficult"


terrestrial environments (areas with high terrain and multiple building reflections).


33. The third element is the antenna to receive the XM signal. All XM antennas must


be electrically powered to receive the signal from the XM satellites and the terrestrial repeaters,


and then to amplify the signal. A major radio design milestone was the reduction of the size of


the antenna, which has led to development of portable receivers similar in size to a cell phone


(which I discuss below).


34. Through dedicated development efforts, we have evolved these three elements


substantially over time to provide additional functionality in a much sma!ler form factor, while


remaining compatible with the same XM signals that still work in the very first generation of


radios.


35. The first XM radio receivers available for consumers were after-market units


designed for use only in vehicles, and were produced by Pioneer and Alpine. To install these


units, the old car radios had to be replaced with the new XM unit. The XM radios consisted of


two pieces. One was a very large (about 6" by 9") black box unit that was installed in an


automobile’s trunk. The other part was a head unit installed in the dashboar.d, which allowed for


tuning to different XM channels. A separate antenna for satellite and repeater reception thai
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looked like a shark fin was installed on the roof of the car. Masiello Exhibits 10 and 11 show an


early radio and antenna.


36. Sony was the first manufacturer to come out with the first generation "’Plug and


Play" XM radio, with a chipset designed by XM, which enabled subscribers to add XM radio to


their existing car audio system using an adapter unit rather than replacing the existing car radio.


Masiello Exhibit 12 is a photograph of a first generation "Plug and Play" radio.


37. The constant reduction in chipset size led to the next generation "Plug and Play"


radio, the "SKYFi," a unit that could be powered by an AC adaptor or batteries, allowing


subscribers to experience XM in the car, at home or virtually any location. The SKYFi was


designed entirely by our Florida engineers and branded by Delphi. Masiel]o Exhibit t 3 is a


photograph ofa SKYFi radio.


38. The chipset continued to shrink, allowing for production of the smaller "’Roady"


series. In 2005, XM introduced the first portable "XM2Go" receiver radios that subscribers


could use either to receive live XM signals (like a portable transistor radio) or to record 5 hours


of XM to enjoy in locations where XM signals cannot reach (such as in an office, the gym or on


an airplane). The technological breakthrough with these "XM2Go" devices was a reduction in


chip size and power consumption and development of an integrated antenna without losing


signal quality in outdoor environments. Masiello Exhibits 14 and 15 show an XM2Go and MyFi


(with integrated antenna) radios.


39. Following the introduction of radios in the retail or automotive after-market


channel, XM began working with automotive partners to include XM radio as a factory-installed


option in new cars. GM began to offer XM radio as original equipment in certain new Cadillacs


in late 2001 and expanded its offering to other vehicle makers in subsequent years.
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40. In less than five years, XM not only released the first satellite radio receivers, we


reduced the size of the entire radio - including the chipset and antenna - to a device that could fit


in the palm of a subscriber’s hand.


41. Hardware innovations continue at a fast pace. Just this year, XM introduced two


new devices. One is the "Mini-tuner," which is a matchbook sized XM radio receiver unit that a


consumer can snap into a specially-equipped car unit or home stereo. The second is our new


series of smaller, more attractiveXM2Go devices. Known as the "inno" by Pioneer and the


"Helix" by Samsung, these devices can receive live XM radio, record XM channels or


programming (like a TiVo or VCR), and store sound files from the subscriber’s own collection


(such as from the Napster online music service or from the subscriber’s own PC). Masiello


Exhibit 16 is a photograph of an XM mini-tuner. Masiello Exhibit 17 is a photograph of an inno


radio.


42. Another innovation by XM is the delivery of audio channels in "surround sound,"


that can be enjoyed on home theater systems manufactured by consumer electronics


manufacturers such as Yamaha, Pioneer, Onkyo, Denon, and Sony2 At present, the XM


Classical "Pops" channel and XM’s "Fine Tuning" are encoded for surround sound.


43. XM’s research and deveiopment efforts are extremely costly. For example, costs


of research and development were total $31 million for 2005. But innovation is essential to help


make the XM service more ubiquitously available to consumers, as well as to drive down costs


of the hardware. To penetrate the mass market rapidly, radios had to evolve from bulky,


expensive devices to a range of price points, including small, $30-50 units that could easily be


used in a car or home stereo system.
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X_M’s Data Services


44. The XM service also includes transmission of data, some of which is broadcast on


non-audio data eharmels. For example, data concerning channel identification, program content


and!or song information is sent for each channel. All of this information is sent on a Broadcast


Information Channel separate from the audio channels themselves. Other data also enables


textual and graphic features (such as channel names and logo designs) on XM radios or display


of sports scores and stock prices.


45. XM’s local traffic, weather, and emergency alert service provides audio channels


dedicated to 21 metropolitan areas, covering 177 million people, just over 50% &the total


population of the United Stales. The traffic data is provided by traffic.corn, which is a service


that uses traffic sensors on roadways, coupled with state and local Department &Transportation


data, to create a database that in turn provides usable information to XM. Weather data is


provided by The Weather Channel, which has a dedicated website that XM may access.


Emergency alert information is provided by a number of government sources, as well as


broadcast and cable news networks. XM employees create the audio broadcasts for each of these


channels from our studios utilizing this third party data.


46.    We also provide "XM WX Satellite Weather," an aviation and marine service.


This data provides real-time graphical weather data, including NEXRAD radar, temperature,


windspeed, and other information in plane cockpits. It has been adopted as the leading cockpit


weather solution for the aviation industry, and is now a built-in feature on over 80% of new


general aviation planes sold in the U.S. Baron Services provides the weather data to XM for


broadcast. Masiello Exhibit 18 is a page from the XM website describing the XM WX Satellite
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Weatherservice. This service is only possible because of the extensive capabilities of the XM


broadcast system to deliver real-time data to an aircraft while in flight.


47. XM’s "NavTraffic" service provides real-time traffic updates to a vehicle’s on-


board GPS navigation system. The service, which launched ih October 2004, is now available in


44 metropolitan areas. Honda, GM, Toyota, and Nissan offer vehicles equipped with suitable


GPS navigation systems to receive the NavTraffic service and leading manufacturers of


aftermarket navigation systems, including Garmin, Pioneer, and Alpine, offer devices which also


use the service. The data for the NavTraffic service is provided by Navteq, a provider of digital


map data for vehicle navigation systems. Navteq gathers traffic data from multiple government


and commercial sources and transmits the data to XM in a codified form that is relevant to a


map-based display. Masiello Exhibit 19 is a page from the XM website describing the XM


NavTraffic service.


48. Autornotive telematics, which include data services such as "NavTraffic" that can


interact with GPS systems, were envisioned by XM at the outset of developing XM’s service.


Other automotive telematics services now in development or in limited use include sending an


overlay of weather information onto maps showing traffic information; information from Zagat


on restaurants located close to the subscriber’s vehicle; and information which utilizes sensors in


parking garages to help locate open parking spaces,


49. The Zagat restaurant data is the result of a partnership with Honda, and is


available in certain Honda and Acura vehicles. With this service, XM does not provide the data


content itself, but acts as a pipeline to the carmaker’s vehicles.


50. XM’s far-reaching, reliable coverage uniquely positions XM to provide vital


emergency assistance to communities in need; terrestrial disasters may devastate other
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communication services but not affect XM’s satellite-based communication. When Florida was


devastated by hurricanes in September 2004, XM launched XM Emergency Alert Channel 247,


which is dedicated to providing critical information after natural disasters and other emergencies.


We make this service available to emergency responders with XM radios, without any


subscription. In the aftermath of Hurricane Katrina, XM was able to broadcast to the affected


areas, while traditional radio and television stations were knocked offthe air for an extended


period of time. XM established another free service during Katrina, the Red Cross Radio


channel, which reached workers and aid stations in the Gulf Coast region. XM donated 300


radios during this crisis to quickly disseminate critical emergency news and aid information.


51. This commitment to public service led to the development of an alert feature that


tells the user that important safety, weather or traffic information is being transmitted on another


XM channel. [


Future and Continuing Technology Investments for XM


52. As discussed above, XM is continually innovating to make its service and radios


attractive and more affordable to subscribers and partners. I expect such innovation to continue


at an accelerated pace over the next five years so XM can remain competitive in the ever-


changing consumer electronics and audio entertainment industries.


53. In addition to developing new features and hardware, XM must perform ongoing


maintenance so that our infrastructure remains sound and there is no drop-off in the quality and


coverage of XM’s signal. This maintenance must be done on all of the systems I have described


above, including some that I will highlight below.
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54. Our fourth satellite will be launched later this year, and work is underway on our


fifth satellite, which is being built by Loral. This satellite is being built as a ground spare. Our


network operations department will continue to monitor the first two satellites, which will be


powered down but kept as in-orbit spares.


55. Our network of terrestrial repeaters must also be maintained and expanded. As


elements of these repeaters reach the end of their useful life, they must be replaced. Leases for


repeater sites need to be renegotiated periodically. Subject to FCC approval, we also will add


new repeaters to the network over the next five years to improve signal coverage.


56. Our production and performance studios and equipment must also be maintained


and replaced as necessary. [
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I declate under.penalty of perjury thatthe foregoing is ~-ue and correct.


Dated.:Washington, DC -
O.ctober 30,2006


~ony J. Masieli~


Senior Vice President of Operations,
XM Satellite Radio Inc.
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1 I Qualifications


2 My name is John R. Woodbury and I am a vice president at CRA International, an


3 economics and business consulting firm, where I have been employed since 1992. I


4 received my B.A. from the College of the Holy Cross (summa cum laude) and my M.A.


5 and Ph.D. in Economics from Washington University (St. Louis). Among other


6 positions, I have served as a Brookings Economics Policy Fellow at the Civil Aeronautics


7 Board, as a Senior Economist on the Network Inquiry Special Staffofthe Federal


8 Communications Commission, as Vice President for Research and Policy Analysis at the


9 National Cable Television Association (now the National Cable and Telecommunications


10 Association), and as Associate Director for Special Projects in the Bureau of Economics


11 of the Federal Trade Commission.


12 I have been involved in numerous matters regarding intellectual property.


13 During my tenure at the National Cable Television Association, I served as staff liaison


14 to the Association’s Copyright Committee, charged with overseeing economic initiatives


15 and proceedings before the Copyright Royalty Tribunal. In that capacity, I was


16 responsible for analyzing the empirical basis for the then 3.74% distant signal


17 compulsory license fee and for estimating the appropriate inflation adjustment for distant


18 signal payments made by cable operators and for presenting those findings to various


19 claimant groups. In addition, I was part of a small negotiating team that included the


20 Association’s President and the Chairman of its Executive Committee whose purpose


21 was to determine whether an agreement could be reached with the Motion Picture


22 Association of America ("MPAA") on simplifying the copyright royalty payment


23 scheme.


24 I have testified a number of times before the Copyright Royalty Tribunal and


25 before the Copyright Arbitration Royalty Panel ("CARP") as a rebuttal witness on behalf


26 of MPAA addressing issues dealing with the distribution of distant signal license


27 payments. I provided both direct and rebuttal testimony on behalf of Music Choice


28 (formerly known as DCR) and DMX in the first CARP under the Digital Performance


29 Right in Sound Recordings Act of 1995. I (along with my colleague, Jane Murdoch)


30 also provided written direct and rebuttal testimony on behalf of the Corporation for
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Public Broadcasting and National Public Radio addressing reasonable license fees for the


public performance of sound recordings by public radio entities on their Internet sites.


Most recently, I provided both direct and rebuttal testimony on behalf of Music Choice


regarding the appropriate rate to be paid to BMI for performances of musical


compositions. My curriculum vitae is attached as Exhibit 1 to this report.


II Overview


I have been asked by Sirius and XM to estimate a reasonable rate to be paid for


the sound recording performance right ("SRPR") when these services transmit


performances of sound recordings to subscribers of satellite radio. I understand that in


this regard, Sirius and XM satisfy the definition of pre-existing services in the Digital


Performance Right in Sound Recordings Act of 1995 ("Act").~ From that same Act, !


understand that the Copyright Royalty Board ("CRB") must choose a rate that satisfies


four statutory objectives (°’801 (b) objectives"):


(A) To maximize the availability of creative works to the public;


(B) To afford the copyright owner a fair return for his creative work and the


16 copyright user a fair income under existing economic conditions;


17 (C) To reflect the relative roles of the copyright owner and the copyright user in


18 the product made available to the public with respect to relative creative


19 contribution, technological contribution, capital investment, cost, risk, and


20 contribution to the opening of new markets for creative expression and media


21 for their communication;


22 (D) To minimize any disruptive impact on the structure of the industries involved


23 and on generally prevailing industry practices.2


24 As a general matter, there are a number of avenues available to an economist (and


25 the CRB) for identifying an appropriate price for a good or service. In some cases,


26 factors that identify the demand for and the supply of a good or service are readily


27 available and can be used to estimate a market-cleating price, i.e., a price at which the


Pub. L. No. 104-39, 109 Stat. 336 (1995).


17 U.S.Co 801(b)(1).


2
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1 quantity demanded and supplied are equated. Numerous transactions across buyers and


2 sellers or across time enable the use of this approach. Another common approach to


3 identifying a price is to search for a comparable product whose price can be used as a


4 benchmark. For example, suppose a policy maker was concerned that a price of a good


5 or service reflected market or monopoly power on the part of the seller. An economist


6 could look to the sale of similar goods or services being sold but under more competitive


7 conditions and compare that price to the price in the market of concern. While these


8 comparisons are not perfect, economists are usually able to account for the relevant


9 differences in the good or service in question to permit an "apples to apples" comparison.


10 In conducting previous analyses of appropriate royalties, I have sought


11 benchmark rates associated with services that are generally analogous to the services and


12 the rights for which the rate is being determined. In these kinds of rate-setting


13 proceedings, the identification of useful benchmarks provides a sound starting point for


14 determining the appropriate payment between the parties for the sound recording


15 performance right in accordance with section 801(b) of the Act. I, like other economists,


16 would regard rates negotiated at arms-length as a promising start to developing the rate in


17 question. Similarly, a useful start would be rates that have been determined by a third


18 party, such as the CRB and the courts.


19 The benchmark approach to rate-setting for performance rights is also a familiar


20 one in these kinds of proceedings. For example, the Librarian of Congress, in the 1998


21 rate setting proceeding concerning the sound recording statutory license for non-exempt


22 digital transmission services, quoted a 1980 proceeding for coin-operated phonorecord


23 players, in which the Tribunal wrote, "While acknowledging that our rate cannot be


24 directly linked to marketplace parallels, we find that they serve as an appropriate


25 benchmark to be weighed together with the entire record and the statutory criteria.’’3


26 However, courts recognize that the benchmark may need to be adjusted based on


27 contrasts between the benchmark and the target settings. In its recent Music Choice--


28 BMI decision, the Second Circuit, quoting an earlier decision, stated, "In choosing a -


3 Library of Congress, Copyright Office 37 CFR Part 260, Docket No. 96-5 CARP DSTRA, Determination


of Reasonable Rates and Terms for the Digital Performance of Sound Recordings, Federal Register,
Volume 63, No 89, May 8, 1998 ("Librarian Decision 1998") at 25404, quoting 1980 Adjustment of the
Royalty Rate for Coin-Operated Phonorecord Players, 46 FR 884, 888 (1981).
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benchmark and determining how it should be adjusted, a rate court must determine ’the


2 degree of comparability of the negotiating parties to the parties contending in the rate


3 proceeding, the comparability of the fights in question, and the similarity of the economic


4 circumstances affecting the earlier negotiators and the current litigants.’"4


5 I have concluded that one possible benchmark is the rate paid by the pre-existing


6 subscription services ("PSS")--Music Choice, DMX, and Muzak--for the SRPR after


7 suitable adjustments and after accounting for the 801 (b) factors as they apply to XM and


8 Sirius. As discussed below, this rate was originally established in the 1998 proceeding


9 at 6.5% and then renegotiated in 2003 to 7.25%.


10 Upon consideration of the nature of the service provided by the PSS on one hand,


11 and XM and Sirius on the other, I have identified a number of substantive differences


12 between the services that result in adjustments to the 7.25% rate. One difference stems


13 from the end-to-end functionality of XM and Sirius, another from the mobility of the XM


14 and Sirius services, and still another from the suite of music and non-music channels


15 offered by the services. Music Choice, for example, offers a suite of commercial-free


music channels sold to third-party providers, who in turn deliver the service to consumers


17 as part of a bundle of services for in-home listening. By contrast, XM and Sirius provide


18 both music and non-music channels in a complete, end-to-end package for mobile,


19 nationwide listening (including in-vehicle and in-home listening) directly to subscribers.


20 The importance of these kinds of differences in the services was acknowledged in the


21 earlier appellate ruling in the Music Choice---BMI litigation cited above: "If it were


22 demonstrated that retail purchasers were motivated to pay more because of advantages


23 that resulted from a particular mode of delivery, such as better quality, better accessibility


24 or whatever, this might justify a conclusion that retail price of the service purchased by


25 the customer exceeded the fair market value of the music.’’5 My analysis incorporates


26 this insight.


4 United States v. Broad. Music, Inc., 04-3444-CV, 2d Cir., Oct. 6, 2005 at p. 8, quoting United States v.


ASCAP (Application of Buffalo Broad. Co., Inc.), No. 13-95 (WCC), 1993 U.S. Dist. LEXIS 2566, at "61
(S.D.N.Y. Mar. 1, 1993).


United States v. Broad. Music, Inc., 316 F.3d 189 (2d Cir. 2003) at I96 n.3.
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A second benchmark is the payments made by XM and Sirius to ASCAP, BMI,


and SESAC for the musical works rights that underlie the public performance of a sound


recording, the proceeds of which are distributed to music publishers and composers. The


acquisition of both the musical works rights and the SRPR are necessary for a user to


provide a public performance of the sound recording.


The analyses of these two benchmarks lead to rate estimates ranging from 0.88%


to 2.35% of the gross revenues of XM and Sirius.


I have also evaluated how accounting for the 801(b) factors would affect where in


this range the rate should be set. Among other conclusions, it is my opinion that XM


and Sirius generally outperform the PSS with respect to enhancing the availability of


music, have made more significant creative contributions (e.g., in the creation of


enhancements to the music channels as well as original non-music programming),


technological contributions (e.g., the development of a mobile, end-to-end satellite


system), and investments. They have incurred greater costs and risk than the PSS, and


they have done (and will continue to do) more to open new markets in providing their


services, relative to the PSS. I make similar observations with respect to XM and Sirius


relative to the record labels. As a result, I conclude that a fair rate under the Act is one


that would be at the lower end of the range.


In forming my opinions, I have reviewed a variety of materials. In particular, I


have reviewed XM’s and Sirius’ financial statements and the results of market surveys


conducted by XM and Sirius, as well as various analyst reports. I have interviewed


business people at XM and Sirius to better understand the nature of their business. At


XM, these executives include Eric Logan, Executive Vice President of Programming;


Mark Vendetti, Senior Vice President of Corporate Finance; John Kramer, Vice President


of Corporate Finance; Stephen Cook, Executive Vice President, Automotive (previously


Executive Vice President of Sales and Marketing); John Dealy, Senior Advisor to the


CEO; and Tony Masiello, Senior Vice President of Operations. At Sirius, these


executives include David Frear, Chief Financial Officer; Michelle McKinnon, Director of


Investor Relations; and Douglas Kaplan, Senior Vice President, Business Affairs and


Development, Entertainment and Sports. I have also reviewed previous decisions relating


to the determination of reasonable fees paid by Music Choice to BMI and to the
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1 Recording Industry Association of America ("RIAA"), as well as my own expert reports


2 in these matters. In addition, I have reviewed publicly available information on the


3 promotional value of satellite radio to recording artists and record labels as well as


4 internal information provided by XM and Sirius. I have compiled a list of these


5 materials contained in Exhibit 2.


6 The analysis that I present in this report has been performed by me or under my


7 direction. As additional evidence becomes available prior to trial, I reserve the right to


8 refine my analysis.


9 In the next section, I provide a description of the XM and Sirius services. In


10 Section IV, I discuss the benchmark approach and introduce the potential benchmark


1 ! rates available for my analysis of the SRPR fee to be paid by XM and Sirius. In Section


12 V, I discuss the first potential benchmark, the SRPR rate paid by the PSS, and the


13 adjustments to this benchmark that are required to make the analogy appropriate. In


14 Sections VI to IX, I present the conceptual framework, the implementation of the various


15 adjustments, as well as a summary of the rate estimates based on the PSS rate. In


16 Section X, I discuss the second potential benchmark - the rates paid by XM and Sirius to


17 the Performance Rights Organizations ("PROs"). In Section XI, I address the 801(b)


18 factors as they apply to XM and Sirius. The final section summarizes my conclusions.


19 III The XM and Sirius Services


20 Sirius and XM compete with each other, as well as with terrestrial radio and other


21 ways of spending discretionary time, to attract and retain subscribers to their subscription


22 radio services. These services are designed primarily for listening in a car or other


23 vehicles and can also be used for in-home listening. Because they are satellite delivered,


24 each service is available throughout the United States, for a monthly subscription fee that


25 is currently $12.95.6 Sirius’ service consists of nearly 130 digital channels, including 66


26 commercial-free music channels, 3 comedy channels, 2 kids’ channels, and 56 non-music


6 Both companies also offer subscription fee discounts for purchases of additional radios or commitments


to annual or other longer-term subscriptions. XM Service & Subscription at
http://www.xmradio.comJservice subscription!service_subscription.jsp?refsrc=hp gs. Sirius Plans, at
http://www.sirius.c~m/serv~et/C~ntentServer?pagename=Sirius/CachedPage&c=Page&cid= 115090769676
9.


6
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1 channels.7 Similarly, XM’s service consists of more than 170 digital channels, including


2 69 commercial-free music channels, 4 comedy channels, 2 kids’ channels, the 5 music


3 channels programmed by Clear Channel, and 93 non-music channels.8 (See Exhibits 3


4 and 4, which present the complete list of XM and Sirius channels, respectively.)


5 Channels that use commercially released sound recordings include the commercial-free


6 music, the comedy channels, and the kids channels; and, in the case of XM, they also


7 include the channels programmed by Clear Channel. In the analysis that follows, I refer


8 to "music channels" as all channels that use commercially released sound recordings.


9 For Sirius, this represents a total of 71 channels, and for XM, 80 channels.


10 The services that Sirius and XM provide require a license from the FCC, a


11 process that took 5 years from the start of the FCC license proceeding to the time the


12 licenses were awarded in 1997.9 Indeed, I understand that Sirius had begun efforts to


13 persuade the FCC to issue a license as early as 1990.


14 In order to provide an end-to-end mobile service with a national footprint, Sirius


15 and XM each undertook substantial infrastructure investments. For example, I


16 understand that each firm had to develop or assist in the development of a suitable audio


17 compression system to "fit" the channels into a single encrypted signal while maintaining


18 the audio quality of the service. XM and Sirius also had to develop their own uplink


19 systems that transmit the service signal to the satellite and (in this case) authorize the


20 receipt of the signal by a subscriber. These systems were not off-the-shelf systems.


21 In addition to developing a customized uplink to the satellite, Sirius and XM were


22 each responsible for building, launching, and tracking their own satellites. Each service


23 has developed its own satellite system to provide a service that would permit radios in


24 cars (and other moving vehicles) to receive a satellite signal within a nationwide


25 footprint. My understanding is that a signal by a conventional satellite would be too weak


7 Reported channel counts were compiled by CRA and are based upon a complete listing of Sirius’


channels, obtained from the Sirius website as of September 26, 2006.


8 As with Sirius, reported channel counts were compiled by CRA and are based upon a complete listing of


XM’s channels, obtained from the XM website as of September 26, 2006. The five Clear Channel
transmissions include commercials.
9 See FCC News Report No. 1N 97-4, "FCC Announces Plan for Satellite DARS," at


http://www.fcc .gov/Bureaus/tnternational/News_Releases/1997/nrin7004 .txt.
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1 to be received by anything but an earth station of substantial size, likely too large to fit on


2 the roof of a car. The satellites developed by the two services were designed to be


3 powerful enough to be received by a small antenna on a moving vehicle anywhere in the


4 country.


5 Sirius owns and operates three satellites--launched in 2000~in a highly inclined


6 elliptical orbit above North America, meaning that the Sirius satellites rise and set over


7 the United States.!° Once a satellite moves below the horizon, its transmission cannot be


8 received. Accordingly, two of Sirius’ satellites are always above the country, beaming


9 their signal from that orbit. In addition, the Sirius satellites are positioned in such a way


10 that the signal travels to the earth at a steep angle, thus reducing most of the interference


1 t from tall buildings, trees, and other obstacles. To handle the remaining reception


12 difficulties, Sirius has constructed a network of 140 terrestrial repeaters that receive the


13 Sirius signal and retransmit the signal to subscribers. 1~


14 XM owns and operates three satellites, each covering the continental United


15 States from widely separated positions in geostationary orbit over the equator]2’~3 Two


satellites were launched in March and May of 2001 (and are currently co-located in one


17 orbital slot due to faster than expected equipment degradation) and the third was


18 launched in February, 2005. One replacement satellite (XM-4) is scheduled to be


19 launched this year, and another new satellite (XM-5) will serve as a ground spare.~4 XM


l0 Sirius also maintains a fourth satellite on the ground, ready to be launched in the event that one of its


three active satellites fails. See 2005 Form 10-K, Sirius Satellite Radio Inc, p. 7.
11 2005 Form 10-K, Sirius Satellite Radio Inc, p. 8.


12 Telesat Canada monitors and controls the satellites for XM. Sea Launch provided launch services. XM


Fast Facts, at http://www.xmradio.com/corporate_info/fast_facts.html; 2005 Form 10-K, XM Satellite
Radio Holdings Inc., p. 28.
13 Like Sirius, one of XM’s satellites broadcasts 4.7 seconds ahead of the other, providing a memory


buffer. (I understand that the third XM satellite is a spare in the event that either one of its other two
satellites fail.) "About Sirius," at http://www.sirius.comJservlet/ContentServer?pagename=Sirius/Cached
Page&c=Page&cid= l 018209032792. Heltzel, Paul, "Tuning In to Satellite Radio," January 25, 2002,
Technology Review, at http://www.technologyreview.corn/read article.aspx?id=12736&ch=infotech. I
understand that a fourth XM satellite will be launched shortly; see 2005 Form 10-K, XM Satellite Radio
Holdings Inc., p. 12.
~4 See 2003 Form 10-K, XM Satellite Radio Holdings Inc., pp. 12, 14; 2005 Form 10-K, XM Satellite


Radio Holdings Inc., p. 12; and Satellite Radio Outlook, Kagan Research, LLC, July 2005, p. 21.
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1 uses an extensive network of approximately 800 terrestrial repeaters located throughout


2 the continental United States.~5


3 My understanding is that the repeaters of both services were again not off-the-


4 shelf, but were designed to provide the subscriber with a seamless listening experience.


5 Because traditional AM/FM radios cannot receive satellite signals, XM and Sirius


6 had to develop their own radios, with customized chipsets that allow the requisite


7 functionality. I understand that XM’s proprietary chipset consists of two custom


8 integrated circuits that process satellite and repeater signals and decode audio and data


9 streams, enabling channel tuning and providing for the display of information. I also


! 0 understand that Sirius has undertaken similar efforts. These radios receive and decrypt


11 the digital data signal from specially-designed satellite transponders and repeaters. In


12 addition to the encoded sound, these devices can also unscramble additional information


13 transmitted by the services--such as the song title, the artist, and the genre of music and


14 other information--for display on the radio. Finally, I understand that both companies


15 have developed algorithms to minimize signal interruption where the signal may be


16 weak.


17 XM and Sirius expend substantial resources in attracting and retaining


18 subscribers. Each service has third-party arrangements for the sale of radios. One


19 significant sales channel for both companies is the automotive original equipment


20 manufacturer ("OEM"). XM and Sirius have arrangements with numerous car


21 manufacturers for the installation of XM and Sirius radios in the OEM’s vehicles. These


22 OEMs include GM, Toyota, Honda, and Nissan for XM, and they include Ford, Chrysler,


23 BMW, Audi/VW, and KIA for Sirius.16 Both services subsidize the cost of the radio, the


24 design of the space in the vehicle where the radio is located, its installation in the vehicle,


25 and the training of OEM salespeople with respect to the services. The OEMs also


26 generally receive a share of subscription revenues for all car buyers who activate a


27 regular subscription to the services after the free trial period. This revenue share


28 provides incentives to the OEMs to advertise the subscription radio service and,


29 ultimately, to increase sales of cars with preinstalled receivers.


~5 2005 Form 10-K, XM Satellite Radio Holdings Inc., p. 13.
~6 2005 Form 10-K, XM Satellite Radio Holdings Inc., p. 2; 2005 Form 10-K, Sirius Satellite Radio Inc,


pp. 2-3.
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In addition, XM and Sirius have third-party deals with a number of retailers, such


as Wal-Mart, Best Buy, and Target, for the sale of the radios and the monthly service.17


The services pay these retailers for shelf space, provide them with sales training, and


offer a commission on sales. The radios can also be purchased online directly from XM


and Sirius.


Of course, the cost of the radio can represent a significant deterrent to


subscription sales. To lower this cost to subscribers, Sirius and XM engage in a variety


of subsidies and revenue sharing arrangements. For example, XM subsidizes its radio


manufacturers on a per radio basis, in an effort to reduce the wholesale cost borne by


retailers and car manufacturers, and ultimately to place downward pressure on equipment


prices paid by subscribers. Sirius does the same with its manufacturers.


In addition, Sirius and XM have state-of-the-art broadcast studio facilities located


in New York City and Washington D.C., respectively, used for live performances and for


the production of original programs. The XM broadcast center covers 150,000 square


feet and includes some 80 programming and broadcast studios]8 XM’s state-of-the-art


network storage and server infrastructure is capable of broadcasting more than two


million recorded tracks. Besides the main studio in Washington, XM has additional


broadcast studios in New York City, Chicago, and Nashville. 19


Similarly, Sirius has state of the art, all digital studio facilities around the country,


including New York City, Houston, Memphis, Nashville, and Los Angeles.2° These


studios allow Sirius to record and broadcast live performances as well as to produce


original programming for the various channels. It also has a network server infrastructure


comparable to that of XM. These are two of the largest broadcasting facilities in the


world.


Exhibit 5 presents a simplified illustration of how the XM and Sirius system


works. The programming is prepared at services’ studio and production facilities and


then "upIinked" or transmitted by each service to its satellite system. The signal is then


~7 2005 Form 10-K, XM Satellite Radio Holdings Inc., pp. 5, 37; 2005 Form 10-K, Sirius Satellite Radio


Inc, p. 5.
18 "XM Studios," at http://www.xmradio.corn/how it works/xm_studios.html.
19 2005 Form 10-K, XM Satellite Radio Holdings Inc., p. 10.


2o 2005 Form 10-K, Sirius Satellite Radio Inc, p. 8.
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beamed back down to earth for reception by a radio or to a repeater which then


retransmits the signal to the subscriber’s radio.


IV Identifying a Benchmark Rate


The ideal benchmark rate would be a competitively-negotiated, arms-length rate


for a right perfectly analogous to the SRPR by a service that is perfectly analogous to XM


and Sirius and reflects the application of 801(b) factors. While perfect analogies are not


usually available, there nonetheless may be services and rates sufficiently comparable to


those being examined that they can provide useful benchmarks. With respect to a


generally analogous service, economists look to services that are similar to those whose


rates are at issue, making adjustments where appropriate to account for any significant


differences. With respect to an analogous rate, economists look to fees paid for rights


that are comparable to those at issue, making adjustments where appropriate to account


for any significant differences in the rights.


In subsequent sections of this report, I discuss two rates that can be used as


starting points to estimate a reasonable rate for XM and Sirius. One benchmark is the


current rate paid by the PSS for the SRPR. The advantage of this benchmark is that the


services are generally analogous and the fights in question are the same as those in this


proceeding, and the rate was recently re-negotiated in the shadow of the 801(b) factors, at


least as applicable to the PSS. Another benchmark is the collection of rates paid by XM


and Sirius for musical composition performance fights. The advantage of this


benchmark is that the services are those in this proceeding (and so perfectly analogous)


and the rights are for the use of inputs comparable to the SRPR.


While both benchmarks have their appeal, neither is perfectly analogous in all


respects. In the next sections, I describe the relevant differences and suggest


modifications to these candidate benchmark rates to account for the differences. I


discuss each benchmark in turn.
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V Appropriately Adjusted, the SRPR Rate Paid by the PSS
is a Useful Benchmark Rate


ao XM and Sirius offer services generally analogous to those offered by the
PSS


Like XM and Sirius, the PSS provide a subscription music service for use by


consumers. They all offer digital quality sound, and most of their music channels are


commercial-free. The PSS, XM, and Sirius each offer a large number of musical genres


and a large number of music channels within each genre. Exhibit 6 presents the number


of music channels provided by each of XM, Sirius, and Music Choice (which I treat as a


typical PSS), by genre.2~ XM and Sirius offer more music channels than does Music


Choice. XM has a total of 80 music channels, 69 of which are commercial-free.22 By


comparison, Sirius has 71 music channels, 66 of which are commercial-free, and Music


Choice has 58 music channels, all of which are commercial-free. I understand, however,


that the number of Music Choice channels received by most cable subscribers is much


lower than that. For example, I understand that the number of Music Choice channels


offered as part of Comcast cable packages ranges from 40 to 47.


The PSS are currently paying a SRPR rate of 7.25%, a rate that I understand was


based on an agreement between Music Choice and SoundExchange, the organization


representing the holders of the SRPR in this proceeding.23 In particular, I understand


that in 2003, Music Choice agreed to pay SoundExchange 7% of its gross revenues in


2002 and 2003 and 7.25% in 2004 through 2007. I understand that this negotiated rate


2~ To create this comparison of channels by genre, I assigned Sirius and XM channel groupings (as


presented in Exhibits 3 and 4) to the Music Choice defined genres. In doing so, I relied upon channel
descriptions available on the XM and Sirius websites.
22 Recall that I define "music channels" to include all channels that use commercially released sound


recordings.
23 I understand that a number of record labels have a significant ownership interest in Music Choice. I am


assuming for purposes of this discussion that the financial interests of the other non-label owners of Music
Choice will ensure that any negotiated rate between Music Choice and SoundExchange is one that is arms-
length.
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1 was the first rate change for a pre-existing service following the proceeding that


2 established the initial rate of 6.5% in 1998.24


3 In addition to being an outcome of an agreement, a key advantage of the PSS


4 7.25% rate as a benchmark rate is that the Music Choice/SoundExchange negotiations


5 took place in the shadow of a rate-setting proceeding to which either of the parties could


6 have resorted in the event of a negotiation failure. Because any rate setting proceeding


7 would have been based upon the 801(b) statutory factors, the negotiated rate presumably


8 reflects those factors as well.


9 Still, for at least three reasons, the PSS rate needs to be tailored to the XM and


10 Sirius services before it can be applied to XM and Sirius. First, the PSS offer only music


11 audio services without any embellishment. In contrast, XM and Sirius offer substantial


12 non-music programming to their subscribers, including that on the music channels. As I


13 discuss in greater detail below, the services have made investments in acquiring exclusive


14 talent (such as Howard Stem and Oprah) for non-music channels. And on their music


15 channels, both services have hired programmers with substantial and acknowledged


16 expertise in particular musical genres. In addition, both services employ experienced


17 on-air talent for their music services, including experienced music programmers and


18 well-known artists.


19 Second, XM and Sirius provide an end-to-end service with a national footprint


20 directly to subscribers and incur all of the costs of providing the end-to-end service. As


21 noted above, these costs included the design, building, and launch of the satellite system


22 capable of providing a mobile service, the design and development of the radios, and all


23 of the marketing associated with attracting and retaining individual subscribers to the


24 service as well as the billing and collections costs, all required for a direct-to-the-


25 consumer business. By contrast, the PSS provide a service that it hands off to a cable


26 operator. The cable operator then incurs the costs of distributing the service to cable


27 subscribers, the costs of billing, and the costs of fee collection.


24 See Library of Congress, Copyright Office 37 CFR Part 260, Docket No. 2001-1 CARP DSTRA2,


Determination of Reasonable Rates and Terms for the Digital Performance of Sound Recordings by
Preexisting Subscription Services, Federal Register, Volume 68, No 128, July 3, 2003 at 39840.
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Third, the XM and Sirius services are not only end-to-end services, they are end-


to-end mobile services with a national footprint--the subscriber can listen to the services


in a vehicle, at home, or (depending on the radio) while walking about. The PSS


services are available only for in-home listening.


All of the above-referenced differences between XM/Sirius on the one hand and


the PSS on the other require adjustments to the 7.25% SRPR fee paid by the PSS before it


can be applied to the revenues of XM and Sirius.25 In addition (but discussed separately


below), the application of the statutory factors in the XM and Sirius rate determination


may be different from that encompassed in the PSS rate.


b. Use of the 7.25% PSS rate


11 I understand that the SRPR rate paid by the PSS services will be determined as


12 part of this proceeding and the PSS may be recommending a downward adjustment to


t 3 that rate. Thus, my use of the 7.25% rate may be misplaced. In particular, the same


14 methodology adopted by the CARP and the Librarian in setting the prior 6.5% rate could


today yield a lower rate for the PSS.


16 The original PSS rate of 6.5% of gross revenues for the use of the SRPR by pre-


17 existing services appears to have been based on the DMX/Music Choice - ASCAP rate


18 that was being adjudicated at the time.26 Recognizing that this benchmark rate itself was


19 being decided and that the ultimate ASCAP rate paid by DMX/Music Choice would not


20 be as low as the then interim rates, both the Librarian and the CARP based the SRPR rate


21 on "an upper limit on the value of the performance right for the musical compositions.’’27


22 The numerical range used by the CARP has been redacted from the public versions of the


23 Librarian’s and CARP’s decisions. However, based upon the discussion by the


24 Librarian, it is reasonable to assume (at least in principle) that the upper bound would


25 reflect an offer from ASCAP to the PSS.


25 While my discussion focuses on modifying the PSS rate that will be applied to the Sirius and XM


revenues, I could have equivalently modified the revenues of XM and Sirius to account for the described
differences, and then applied the PSS rate to the adjusted XM and Sirius revenues.


26 Librarian Decision 1998 at 25404, 25414.
27 Librarian Decision 1998 at 25403.
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1 In the Music Choice - BMI proceeding, which was taking place


2 contemporaneously, BMI offered Music Choice a rate of 3.75%.28 To the extent that this


3 offer was similar to the offer made by ASCAP to Music Choice, the rate of 3.75% may


4 reflect the "upper limit" of the Librarian’s and the CARP’s original range. I understand


5 that ultimately, however, Music Choice and BMI reached agreement on a 2.75% rate for


6 past payments (and 2.5% for payments going forward). Had the CARP and the Librarian


7 known of the ultimate 2.75% rate, they would have likely started with a lower rate at the


8 top end of the range and then adjusted that rate downwards upon applying the logic of the


9 801(b) factors.


10 To see this, if the upper bound in the original pre-existing PSS proceeding was


11 based on a 3.75% rate and if SESAC payments amounted to 6% the ASCAP and BMI


12 payments, then the sum of PRO rates would be 7.95% (i.e., 2 x 3.75% x 1.06).29 After


13 accounting for the 801(b) factors, the actual rate was set at 6.5% by the Librarian. This


14 suggests that the 801(b) factors had the effect of setting the SRPR rate 18.2% below the


15 upper bound. The subsequently negotiated PSS rate of 7.25% then represented an


16 increase of 11.5% over the 6.5% rate.


17 However, I understand that today the now-finalized BMI rate is not 3.75% but


18 2.75%. If the Librarian followed the same logic as in the original PSS proceeding, the


19 upper bound for that rate would have been 5.83% (i.e. 2 x 2.75 x 1.06). Accounting for


20 the effect of the 801(b) factors would have resulted in a rate of 4.77% (i.e., 5.83% times


21 the (100%-18.2%). The subsequent rate increase of 11.5% would have resulted in a


22 current PSS rate of 5.32%, not 7.25%.


23 While my discussion of the PSS benchmark focuses on the 7.25% rate, I note


24 what the implications would be if the 5.32% rate were used instead. More generally, the


25 methodology described below can be used to derive a rate for the XM and Sirius services


26 even if the CRB were to determine a PSS rate different from the 7.25% rate or the 5.32%


27 rate. That derivation would be a calculation that simply replaces the 5.32% rate with the


28 CRB-determined rate, absent any other mitigating factors.


28 United States v. Broad. Music, Inc., No. 64 Civ. 3787 (LLS), 2001 U.S. Dist. LEXIS 10368 (S.D.N.Y.


July 23, 2001) at pp. 5-6.
29 I understand that historically, XM and Sirius payments to SESAC for their subscription radio service


have equaled about 6% of their combined payments to ASCAP and BMI.
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c. Some revenues earned by XM and Sirius are attributable to non-music
services and need to be accounted for in setting the SRPR rate


3 A key difference between XM and Sirius on the one hand and the PSS on the


4 other is in the broader suite of channels offered by XM and Sirius. Music Choice and the


5 other PSS offer no non-music audio services. By contrast, Sirius offers its subscribers


6 56 non-music channels and XM as many as 93 non-music channels, in addition to their


7 music channel offerings.3° (See Exhibit 7.) Indeed, non-music programming has


8 become an increasingly central element of the Sirius and XM services. In 2001, the year


9 its service was launched, XM offered non-music programming on 27% of its channels


10 (27 out of 101). By 2005, non-music channels had increased to 46% of channels (61 out


11 of 133), while the number of music channels had actually decreased slightly.31 For


12 Sirius, the percentage of non-music channels has grown from 39% (39 out of 101) in


13 2002, the first year of operation, to 44% (59 out of 133) last year.32 (See Exhibits 8.a


14 and 8.b.)


15 But simple channel counts understate the significance of non-music programming


in the efforts of the two services to attract and retain subscribers. Both services have


17 made substantial investments in original, exclusive and non-exclusive brand-name non-


18 music content. These investments are intended to attract subscribers to Sirius’ and XM’s


19 subscription radio services and to distinguish the one service from the other and from


20 other competing services like Music Choice and over-the-air radio.33 Sirius has signed


21 exclusive contracts with individual celebrities, such as Howard Stem, Martha Stewart,


22 Jerry Rice, Barbara Walters, and Deepak Chopra, as well as with the National Football


23 League, the National Basketball Association, the National Collegiate Athletic


24 Association’s Mens Division I Basketball Championship, and Wimbledon - where these


25 exclusives are relative to XM)4


30 A large portion of XM’s non-music channels consist of play-by-play sports channels that subscribers


receive as part of the Sports Package. For example, there are 15 major league baseball play-by-play
channels and 5 NHL hockey channels.


3~ In these counts, multiple play-by-play channels are counted as a single channel.
32 Information on historical channel lineups from 2001-2005 is taken from XM and Sirius Form 10-Ks.
33 "Satellite Radio Outlook," op. cit., p. 63.


34 2005 Form 10-K, Sirius Satellite Radio Inc., p. 5; "Sirius Reports Strong Second Quarter 2006 Results,"


August 1, 2006, at http://investor.sirius.com/releaseprint.cfm?releaseid=205864
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Similarly, XM has signed exclusive contracts with celebrities such as Oprah, Opie


and Anthony, Bob Dylan, Ellen Degeneres, and Bob Edwards, as well as with Major


League Baseball and NASCAR.35 Indeed, MLB is carried on 16 XM channels during


the baseball season.36 In addition, XM and Sirius have non-exclusive content deals that


include: ABC News and Talk; BBC World Service News; Bloomberg News; CNBC;


CNN; C-Span; E! Entertainment; ESPN; ESPNEWS; Fox News; Radio Disney; and The


Weather Channel, among others.37 All of these services represent welt-known consumer


brands and represent an investment by the two services in accumulating their own brand


equity.


This growth in the role of non-music programming has been accompanied by


substantial expenditures on those programs. For example, based on the contractual


obligations for non-music programming at XM, it is clear that the increases in


programming expenses on the non-music side have been dramatic. In 2004, [[


]] of XM’s total programming costs, were dedicated to non-music


programming contractual payments. In 2005, that number had risen to [[


]] of programming costs.38 The Sirius story is even more dramatic. In 2004, its


non-music expenditures accounted for [[


By 2006, those expenditures had increased to [[


costs. See Exhibit 9.


]] of programming costs.


]] of programming


A number of investments in non-music programming are particularly noteworthy.


In October 2004, Sirius signed a five year, $500 million deal to broadcast Howard Stem


programming on two dedicated channels.39 In addition to the Howard Stem deal, Sirius


has acquired broadcast rights for other celebrity hosts, such as Martha Stewart.4° Earlier


this year, XM announced a three year, $55 million deal to broadcast the Oprah & Friends


352005 Form 10-K, XM Satellite Radio Holdings Inc., p. 1-2. NASCAR will move to Sirius starting in
2007. See 2005 Form 10-K, Sirius Satellite Radio Inc., p. 4.
36 2005 Form 10-K, XM Satellite Radio Holdings Inc., p. 8.
37 "Satellite Radio Outlook," op. cit., p. 63.


38 Note that these numbers are a lower bound of the share of programming costs attributed to non-music


programming, since some of the non-contractual programming expenditures were for non-music
programming as well.
39 "Satellite Radio Outlook," op. cit., p. 63.
4o 2005 Form 10-K, Sirius Satellite Radio Inc., p. 3.
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channel.4~ In addition, XM has additional deals for rights to other celebrity broadcasts,


such as The Opie & Anthony Show.42


Similarly, in October 2004, XM agreed to an eleven year, $650 million deal with


Major League Baseball.43 Through this year, NASCAR had been broadcast on XM,


costing XM about $3 million per year. However, Sirius has acquired the rights to


broadcast NASCAR starting in 2007 for about $22 million per year.44 In addition, XM


and Sirius have bid against each other for the rights to broadcast other sports leagues and


events as well.45


Various industry sources attest to the value of these deals in attracting new


subscribers. In describing the Oprah & Friends deal, industry analyst Tom Eagan of


Oppenheimer stated that, "On a per-subscriber basis, XM can break even on this deal if


they add 145,000 subscribers over the three-year period. That should be very easy for


them to do. ,,46 Regarding the Howard Stem deal, Business Week wrote, "’It can’t be


denied: Howard Stem is earning his keep at Sirius Satellite Radio ("SIRI"). Since the


talk-radio star announced he would join Sirius, its subscriber rolls have jumped to more


than 4 million, with more than 1 million net additions attributable to Stem, analysts


say.’’47


Advertising revenues provide an additional measure of the increasing role of non-


music programming. These revenues are driven by non-music channels since the music


channels are predominantly commercial-free. The advertising revenues of both Sirius


and XM are now beginning to reflect that importance. In 2005, the advertising revenues


of XM were $20.1 million while those of Sirius were $6.1 million. In just the first half of


2006, following the launch of the Stem programming, I understand that Sirius’ ad


41 2005 Form 10-K, XM Satellite Radio Holdings Inc., p.l.
42 2005 Forna 10-K, XM Satellite Radio Holdings Inc., p. 9.
43 "Major League Baseball Partners with XM Satellite Radio for 11-Year, $650 Million Broadcast and


Marketing Agreement," at http://xmradio.mediaroom.com/index.php?s=press releases&item= 1209.44 "NASCAR Selects Sirius as New Home on Satellite Radio," February 22, 2005,


http://investor.sirius.corn/ReleaseDetail.CFM?ReleaselD= 156582.
45 "Satellite Radio Outlook," op. cit., p. 70.
46 Quoted at http:iiwwwoorbitcast.comiarchivcsioprah-ioin,~-xm-satcllite-radio.html, visited on 8/29/06.


47 "Stem Is the Draw At Sirius Satellite Radio", Business Week, April 10, 2006, p. 104. See also "Is


Howard Stem Worth It?", Business Week, January 23, 2006, p. 38; "Can Stern Make Satellite Radio
Hum?", CNNMONEY.com, December 21, 2005.
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1 revenues totaled $15.5 million. By contrast, both services had relatively trivial


2 advertising revenues in the first year of operation.4s


3 The platform for advertising growth is comprised in large part of the talent and


4 other non-music programming that has been acquired by the two services. For example,


5 I noted above the expectations regarding the effect of Howard Stem’s exclusive


6 relationship with Sirius on increasing Sirius’ subscribership. The same is tree for the


7 subscriber effect of XM’s exclusive relationship with Oprah. These and other


8 programming investments discussed above are expected to generate greater listenership


9 in the future, to these particular services as well as to other ad-supported services.


10 As a final measure of the significance of non-music programming to satellite


11 radio revenues, survey results suggest that talk and other non-music channels


12 disproportionately drive subscriber decisions. In a 2006 survey, Sirius listeners were


13 asked which channels they had listened to in the past week.49 For each channel they had


14 listened to, they were then asked whether they would cancel their subscription if that


15 channel were no longer offered.


16 Using these data, I created a "channel-attachment" index to measure the


17 cancellation responses for music relative to non-music programming. Specifically, for


18 each Sirius channel, I multiplied the fraction of the surveyed Sirius subscribers listening


19 to the channel in the last week by the fraction of those subscribers who indicated that they


20 would cancel their service if the channel were deleted from the Sirius lineup. This


21 calculation produces a weighted cancellation rate, where the weight is the fraction of


22 surveyed subscribers listening to the channel. ! then sum these weighted cancellation


23 rates over all channels and calculate the fraction of that sum accounted for by music and


24 non-music channels.


25 For example, suppose that 20% of Sirius subscribers listened to a particular music


26 channel in the past week and 20% of those indicated that they would cancel the Sirius


27 service if the channel were withdrawn from the Sirius lineup. Further suppose that 40%


48 See 2003 and 2005 Form 10-K, XM Satellite Radio Holdings Inc.; 2003 and 2005 Form 10-K, Sirius


Satellite Radio Inc. Note that Kagan Research forecasts that Sirius’ ad revenues will continue to grow as a
fraction of total revenues, reaching I 1.5% in 2014 versus 2.5% in 2005 (Satellite Radio Outlook, Kagan
Research, LLC, July 2005, p. 74.)
49 Sirius Satellite Radio Listener Study - Wave 2, June 2006, pp. 37-61. The number of useable responses


was 24,339.
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of Sirius subscribers listened to a particular non-music channel in the previous week and


50% of those indicated that they would cancel the Sirius service if Sirius stopped offering


that channel. The weighted cancellation rate for the music service is 0.04 (i.e. 0.2 x 0.2),


and the weighted cancellation rate for the non-music service is 0.2 (i.e. 0.5 x 0.4). The


sum of the weighted cancellation rates in this example is 0.24, and 83% of these total


0.24 "points" are accounted for by the non-music channel.


Overall, [[    ]] of the channels listened to during the survey period were music


channels,s° However, music channels accounted for only [[    ]] of total weighted


cancellation rates. (See Exhibit 10.) Non-music channels accounted for the remainder.51


This suggests that listenership may overstate the significance of music channels to


subscribers. This does not seem particularly surprising, as suggested by the apparently


substantial advertising efforts undertaken by the two services to promote (e.g.) Howard


Stem and Oprah.


In short, the benchmark PSS SRPR rate must be adjusted to reflect the


significance of non-music programming in generating the revenues of XM and Sirius,


before it can be applied to the XM and Sirius revenues. Note that this package of non-


music programming benefits SRPR holders: it attracts more subscribers than would


otherwise be the case and diverts their music listening from over-the-air radio that pays


no SRPR fee to XM and Sirius that do pay that fee. Indeed, another survey conducted


by Sirius indicates that after subscribing to Sirius, in-vehicle listenership to AM and FM


stations dropped from [[ ]] of the time spend in the vehicle to [[ ]]. (See Exhibit


11.)


23 d.
24


Some revenues incurred by XM and Sirius are due to enhanced music
programming


25 XM and Sirius use a variety of talent, including experienced music programmers


26 with genre-specific expertise, to program most of their various music channels in order to


50 This survey only asks about which channels were listened to and not how much time was spent listening


to each channel.


51 If the Howard Stem channels are excluded, [[    ]] of the channels listened to were music channels, but


music still accounted for less [[ ]] of the total weighted cancellation rates than would be suggested by
the listenership data.
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make those channels more attractive to subscribers. In particular, I understand that both


XM and Sirius have hired program directors that have extensive experience in each genre


of focus. For example, XM has hired Robert Aubrey Davis and Martin Goldsmith to


oversee the XM classical music offerings. Similarly, Sirius has contracted with classic


rocker Little Stevie Van Zandt to program its Underground Garage music channel


offering a variety of alternative rock music.


In addition, both services offer individual artists the opportunity to lead specific


programs in their lineup. For example, Bob Dylan hosts a weekly XM show where he


reminisces and chooses what music to play and what kind of theme to offer listeners.


Similarly, Tom Petty is host of a weekly XM show playing classic rock and roll.


Eminem created the channel Shade 45 on Sirius, which is dedicated to uncensored hip-


hop music, and Shooter Jennings hosts his own show on Sirius’ Outlaw Country channel.


Both services also host live performances and other programs to highlight


individual performers. Sirius’ The Who channel plays a full recent concert recording by


The Who every night, and every concert on Jimmy Buffett’s "Party at the End of the


World Tour" will air live on Sirius’ Radio Margaritaville. On XM,


"Then...Again... Live" offers classic rock artists the chance to perform their music again,


likely exposing some listeners to performers of whom they might otherwise not have


been aware. XM has also broadcast live from various musical events. For example, in


2005, I understand that the service carried more than 55 hours of Live 8 performances


held in London, Paris, Rome, Berlin, Philadelphia, and Toronto.


Like non-music programming, enhanced music programming generates


subscribership for XM and Sirius over and above that for a service such as Music Choice


that is primarily continuous music. Enhanced music programming also provides benefits


to SRPR holders to the extent that it results in more listening to music, diverting listeners


from terrestrial radio that does not pay a SRPR fee to a service that does.


eo XM and Sirius incur higher costs than Music Choice because they
provide a mobile service delivered directly to ultimate subscribers


I understand that services like Music Choice and other PSS use their own


facilities and personnel to program and store the music for various music channels. The
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PSS then "uplink" (or transmit) the music channels to a conventional for-lease satellite.


2 The signal is then "handed off" to a purchasing cable operator who receives the signal via


3 its own earth stations at its head-end. The cable operator pays a fee to the "hand-off"


4 provider for its service that reflects the value of the audio music service to the cable


5 operator’s subscribers and then distributes the music service via its cable infrastructure to


6 the homes of its subscribers. The cable operator is also responsible for attracting and


7 retaining the subscriber, billing the subscriber, and collecting the subscriber payments, a


8 portion of which are effectively used to offset the cable operator’s payment to the music


9 service provider.52 Thus, the hand-offprovider incurs the costs to the point of hand-off,


10 and the cable operator incurs the remainder of the costs as well as the cost of the hand-off


11 service itself. A simplified version of this kind of two-part distribution system is


12 depicted in Exhibit 12.


13 Like a hand-off provider, XM and Sirius create a programming package that is


14 uplinked to a satellite system, and as such, incur the same general categories of costs as


15 does a hand-off provider. These costs include the uplink costs as well as the costs of


compiling the programming package. For convenience, I refer to these costs as "hand-


17 off provider costs."


18 But unlike the hand-offprovider (or the PSS), the core business of XM and Sirius


19 is to provide an end-to-end, mobile service directly to subscribers. Accordingly, XM


20 and Sirius also incur substantial additional costs, on top of the hand-off provider costs.


21 These costs include the cost of distribution, including the design, building, and launch of


22 a customized satellite system to provide a mobile service as well as the radios that receive


23 and decode the XM and Sirius transmissions; the cost of marketing the services directly


24 to subscribers; the cost of subscriber acquisition and retention; as well as the cost of


25 billing and collection of fees from their subscribers. For convenience, I describe all of


26 these additional costs borne by an end-to-end, mobile service provider as "subscriber


27 distribution and acquisition costs."


52 Both XM and Sirius (and, at one point, Music Choice) also sell their service to the direct broadcast


satellites, DirecTV and Dish. The discussion in the text focusing on the "hand-off" to cable operators is
for ease of exposition only. My focus here is on the core business of XM and Sirius--the provision of a
direct-to-subscriber mobile audio service.
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In sum, XM and Sirius incur subscriber distribution and acquisition costs not


incurred by a hand-off provider to deliver their programming to final subscribers. Those


greater costs are driven by both the mobile characteristic of the XM and Sirius service


and the accompanying added cost responsibility borne by XM and Sirius for delivering


the service directly to consumers (costs that are borne by the cable operator in the case of


the PSS).53 As with the need to adjust the PSS rate to account for the non-music


channels provided by XM and Sirius, that rate must be adjusted to reflect these greater


costs incurred by XM and Sirius for the mobility characteristic and for the end-to-end


cost responsibility before the PSS rate can be applied to the revenues of the two services.


If the 7.25% rate were applied to the XM and Sirius revenues without adjustment, the


payments to SoundExchange would be excessive--even if the music offerings of XM and


Sirius were identical to those of the PSS. The SRPR fee paid by XM and Sirius would be


higher only because of the added revenue (reflecting the higher costs) attributable to


providing an end-to-end mobile service, not necessarily because of any inherently higher


value of the music.54


In what follows, I describe the kinds of adjustments that would account for these


differences in costs and in the subsequent section, I implement those adjustments.


VI The Conceptual Framework for Accounting for the
Functional Differences between XM and Sirius and a
Hand-Off Provider


To explain the practical importance of the functional differences between XM and


Sirius and a hand-off provider in calculating an appropriate SRPR fee, I provide a simple


example. Suppose a hand-off provider offers an audio music-only service like the PSS,


hands off its service to a cable operator for in-home listening, and earns $1000 from the


53 To be sure, many XM and Sirius listeners who have portable radios listen to the services at home as well


as in a vehicle. But I understand that only a small fraction of listening is solely within the home. For
example, a survey conducted by Sirius reports that only 11 ]l of its subscribers listen to the service only
in non-vehicle locations. Sirius Customer Satisfaction Monitor 2Q "06 Results, August 28, 2006, p. 20.
The total number of respondents was II     11.
54 Of course, to the extent that mobility results in more music listening, SRPR holders will directly benefit,


even with the adjustments described below.
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1 cable operator. Suppose as well that that service must pay 7.25% of its revenues for the


2 use of the SRPR, and so pays $72.50 to SoundExchange (i.e., 7.25% of $1000).


3 Now suppose the cable operator charges its cable subscribers that $1000 plus


4 another $2000 to recoup the costs for final distribution, marketing, billing, and fee


5 collection, for total subscriber payments of $3000. Thus, the total payments made by


6 cable subscribers for the music service recoup not just the costs of the hand-off provider


7 service alone, but also the costs of delivering that music to ultimate subscribers. If


8 instead the hand-off provider paid the cable operator for the use of its infrastructure and


9 performed the billing and fee collection services itself at a cost of $2000, the hand-off


10 provider would charge its subscribers a total of $3000.


11 Since the ultimate service that subscribers purchase is, by assumption, exactly the


12 same in both cases, the SRPR fee should be the same in both cases, $72.50. If the rate


13 for the SRPR were to be levied on the hand-offprovider’s total revenues (because the


14 hand-offprovider now provides an end-to-end service), the appropriate rate would be


15 2.42%, which, when applied to revenues of $3000, would also yield $72.50 for the use of


the SRPR. In this example, the only, but key, difference between the two scenarios is


17 whether the hand-off provider or the cable operator is responsible for final distribution,


18 marketing, billing, and fee collection, leading to a difference in the revenues against


19 which the rate is assessed.55


20 That key difference provides yet another way of reaching the same result. That


21 is, we could have adjusted the 7.25% rate to account for the relative difference in the cost


22 of providing the hand-off provider service and the end-to-end service. It is that cost


23 difference that drives the revenue difference in the two scenarios. The appropriate rate


24 to be levied on the end-to-end version of the service would be 7.25% times


25 ($1000/$3000), or 2.42%.


55 Suppose the hand-off provider had always provided the end-to-end service and the SRPR rate had been


levied on the end-to-end revenues of the (now misnamed) hand-offprovider to begin with, i.e., the original
SRPR rate was 2.42%. If this provider now decided to hand-off-its service t3ythe cable operator, letting the
cable operator incur the final distribution costs, marketing costs, and the costs of billing and collection, the
firm’s revenues would be $1000. It would not be any more appropriate to apply the 2.42% to the new
revenues of $1000 than it would be to apply the 7.25% to the revenues of $3000. The music delivered is
exactly the same, so the payment for the SRPR should be the same (i.e., $72.50). Thus the "new" SRPR
rate would have to be adjusted upwards from 2.42% to 7.25%.
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1 This example suggests one way of accounting for the fact that XM and Sirius


2 offer subscribers an end-to-end service and not a hand-offprovider service: Determine


3 the dollar payment that would be made by XM and Sirius for the SRPR if they offered


4 only a hand-off provider service. In principle, this could be done by applying the 7.25%


5 rate to the revenues earned by XM and Sirius if they provided a hand-off provider


6 service. To then calculate the SRPR rate that would be applied to the end-to-end


7 revenues of XM and Sirius, I would divide the dollar payment made to SoundExchange


8 for the hand-offprovider service of XM and Sirius by the end-to-end revenues of XM


9 and Sirius, just as in the example above.


10 Of course, I do not know directly what the hand-off provider revenues of XM and


11 Sirius would be since they do not offer that more limited service as a core business.


12 However, one way to meter revenues, as suggested above, is through costs. The relative


13 revenues earned by a hand-off provider service hypothetically provided by XM and Sirius


14 and by the end-to-end services actually provided by XM and Sirius would reflect the


15 relative costs of the two types of services. Thus, if I could estimate what a hand-off


16 provider service would cost XM and Sirius and ifI knew the costs of the end-to-end


17 service, I could use that information to adjust the 7.25% rate so as to apply the adjusted


18 rate to the end-to-end revenues of XM and Sirius.


19 Any translation of the 7.25% rate to one that could be levied on the end-to-end


20 revenues of XM and Sirius must also reflect other key differences between the XM and


21 Sirius service and the PSS service above and beyond the end-to-end nature of the XM


22 and Sirius services. XM and Sirius have incurred considerable costs to develop and


23 deploy a mobile service as well as to provide substantial non-music components to the


24 audio package provided. Applying the PSS rate to Sirius and XM revenues when both


25 of these services provide significant attributes unavailable on a PSS would overstate the


26 payment due to SoundExchange. That is, it is not the music that drives the higher per-


27 subscriber revenues earned by XM and Sirius. Rather, it is in large part the mobility


28 characteristic, along with the non-music offerings and the enhancements to the music


29 offerings of XM and Sirius, that drives those revenues. That conclusion is consistent


30 with the inability of Music Choice, DMX, and Muzak to financially sustain a standalone


31 in-home, music-only premium cable service. Apparently, not enough consumers valued
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1 an it la carte audio service consisting of multiple channels of continuous music streams in


2 the home to render an/~ la carte service profitable. The difference between XM and


3 Sirius on the one hand and the PSS on the other is the mobility of the service (along with


4 the non-music programming, and the music enhancements offered by the satellite radio


5 services).


6 To develop a way of estimating the costs of a more limited hand-off provider


7 service offered by XM and Sirius, consider the following thought experiment. Suppose


8 it were possible to divide XM and Sirius into two parts. One part would be the


9 functional equivalent of a hand-off provider, compiling the audio programming and


10 uplinking the programming to third parties (which would be the "other" part of XM and


11 Sirius) using conventional satellite technology. The third parties would then be


12 responsible for injecting the service with the mobility characteristic and for the ultimate


13 distribution to the consumer (including advertising, promotion, the sale of radios,


14 customer service, and billing). And the third parties would have the customer


15 relationship. IfI knew the costs of the hand-off provider service of XM and Sirius, I


could then calculate what fraction of the costs of the end-to-end mobile service actually


17 incurred by XM and Sirius was accounted for by the hand-off provider service of XM


18 and Sirius (including the SRPR payment that would be made by levying the 7.25% rate


19 on the hand-off provider revenues for XM and Sirius). Just as in the example above, that


20 fraction could be used to translate the 7.25% rate into a rate that could be applied directly


21 to the end-to-end revenues of XM and Sirius. This functional adjustment to the 7.25%


22 rate for XM and Sirius would then account for the mobile as well as the end-to-end


23 component of the XM and Sirius service, and would be the equivalent of the PSS rate in


24 terms of the fees that it would generate for SoundExchange (because the lower rate is


25 applied to greater revenues) for a hand-off provider service provided by XM and Sirius.


26 (Of course, I also need to consider programming adjustments to that rate, as discussed


27 later.)
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VII Accounting for the Functional Differences between XM
and Sirius and a Hand-Off Provider Service


3 The framework developed in the previous section suggests a mechanism for


4 translating the 7.25% rate into one that can be levied on end-to-end revenues of XM and


5 Sirius. I would expect that the higher revenues earned on the end-to-end mobile service


6 relative to the hypothetical hand-offprovider service will reflect the higher costs of the


7 end-to-end mobile service relative to the hand-off provider service. This is a matter of


8 simple economics: Higher costs require that the firm generate higher revenues if it is to


9 remain financially viable.


10 One translation mechanism is to adjust the PSS rate to account for the relative


11 difference between costs that would be incurred by Sirius and XM if they offered their


12 core business service as only a hand-off provider and their actual end-to-end costs.56


13 That translation of the 7.25% rate could then be levied on the end-to-end revenues of XM


14 and Sirius because that rate would then have accounted for the higher costs on the end-to-


15 end mobile service relative to their hand-offprovider service. The translation would


16 result in XM and Sirius paying SoundExchange the same dollar amount it would have


17 been paid ifXM and Sirius offered only the hand-off provider service in the same


18 functional manner as Music Choice, DMX, or Muzak.


19 The first step in the translation process is to generate a functional adjustment to


20 the 7.25% PSS rate that will account for the mobility characteristic of the XM and Sirius


21 service as well as for other end-to-end services provided by the two companies. This


22 functional adjustment requires an estimate of which of the end-to-end costs incurred by


23 XM and Sirius would fall into the hand-off provider category. Of course, an important


24 question is what the "hand-off provider" service would be for XM and Sirius. I define


25 the hand-offprovider to include the entire audio package (both music and non-music


26 programming) offered by Sirius and XM, because it is that package that would generate


27 the demand for the service by third parties in turn that would reflect ultimate demand for


28 the XM and Sirius services by consumers, not just the music component of the package.57


56 As noted previously, I account for the non-music programming of XM and Sirius below.


57 Of course, as I have noted a number of times, I must still account for the differences in the programming


offered by XM and Sirius and that of the PSS.
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The subscriber distribution and acquisition costs that would be incurred by the third-party


distributors (i.e., the "other" part of XM and Sirius) would include the additional end-to-


end costs as well as the costs of injecting the XM and Sirius services with the mobility


characteristic.


a. Cost assigntnent for XM


6 My decomposition of costs between hand-offprovider costs and subscriber


7 distribution and acquisition costs begins with an analysis of XM’s costs, by line item.


8 Exhibit 13 details a set of cost line items provided by XM, averaged over the fiscal years


9 2005 and the first two quarters of 2006. Because unanticipated costs can vary from year-


10 to year, I use average costs over this period. The Appendix describes the XM line items


11 in Exhibit 13 and the reasons for categorizing them as either hand-offprovider costs or


12 subscriber distribution and acquisition costs.


13 Some cost line items, even at a detailed level, cannot be categorized as a hand-off


14 provider cost or as a subscriber distribution and acquisition cost. In such cases, I


allocate that cost line item according to the ratio ofhand-offprovider costs to end-to-end


16 costs for the other assignable cost line items.58 Additionally, I exclude certain cost line


17 items which are not relevant to this calculation (for example, XM’s share of the earnings


18 or losses of its Canadian affiliate). Exhibit 13 reports each of the "baseline" line items


19 provided to me by XM and how those items were assigned to the hand-off provider or


20 subscriber distribution and acquisition category, as well as indicating which line items


21 were allocated between the two cost categories.


22


23


24


25


b. Cost assignment for Sirius


I repeat this categorization of baseline cost data as hand-offprovider or subscriber


distribution and acquisition costs for Sirius in Exhibit 14, with the detailed line items


described in the Appendix. Like XM, Sirius provided data for fiscal year 2005 and the


58 I have allocated some of the cost components that could not be directly assigned to the hand-off provider


or to the subscriber distribution and acquisition cost category because it did not seem reasonable to assign
all of the, for example, G&A expenditures to either the hand-offprovider or to the subscriber distribution
and acquisition level. Against that background, allocation of these unassigned costs to the hand-off
provider level by the ratio of the assignable hand-offprovider costs to the end-to-end costs seemed
reasonable.
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5


6


first half of fiscal year 2006. However, a key cost component for Sirius programming--


the Howard Stem deal--is not reflected in the 2005 data. To ensure that going forward


the Stem costs were appropriately counted, I assigned the 2006 Stem costs to 2005 as


well. As with XM, costs that could not be obviously assigned to the hand-off provider


or subscriber distribution and acquisition category were allocated to the hand-off provider


category by the ratio of assignable hand-off provider costs to end-to-end costs.


7 c. Imputing the paymentfor the use of SRPR


8 The second step in estimating the cost ratio is to impute what the payments to


9 SoundExchange would be based upon the fraction of total Sirius and XM costs that are


10 accounted for by the hand-off provider costs.59 Based on the current end-to-end


11 revenues of XM and Sirius, I use the ratio of the hand-off provider costs to end-to-end


12 costs to estimate what the hand-offprovider revenues of XM and Sirius would be. This


13 assumes that the relative difference between the revenues of providing the hand-off


14 provider service and the end-to-end service reflects the relative difference in costs


15 between the hand-off provider service and the end-to-end service (both cost components


16 including the SRPR fee itselt).6° I then use the PSS rate of 7.25% to determine what


17 the payments to SoundExchange would be based upon hand-offprovider revenues for


18 XM and Sirius, and incorporate those payments as part of both the hand-off provider and


19 end-to-end costs.


20 The assumption that the hand-off provider revenues relative to the end-to-end


21 revenues directly reflects the hand-off provider costs relative to the end-to-end costs is


22 reasonable. In competitive markets, revenues tend to be driven to costs and the services


23 offered by XM and Sirius (at both the hand-off provider level and the end-to-end level)


59 Of course, these estimated payments will be excessive because (e.g.) the calculations do not account for


the distinction between music and non-music services, a distinction we address in the next section, or the
application of the 801 (b) factors.
6o To be precise, I assumed that (Rl,,nd-offorowde~/Ree) = (Ch~d-offproviae~/Ce~) where "ee" refers to the end-to-


end service, R refers to revenues, and C refers to costs. In the baseline case being developed here, XM’s
estimated payments to SoundExchange are equal to the 7.25% PSS rate applied to the ratio of hand-off
provider costs to end-to-end costs, multiplied by XM’s actual revenue. The estimated payment to
SoundExchange is also a component of the hand-off provider and end-to-end costs, which means that the
estimated payment to SoundExchange can be determined by rearranging this equation and solving for the
payments to SoundExchange.
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are competitive, as I discuss in greater detail below. But for my purposes here, revenues


do not have to be equal to costs or approximately so for my analysis to be valid: All that


is necessary is that the revenues at both the hand-offprovider and the end-to-end levels


be in the same proportion to costs. Below, I address factors that support my conclusion


that deviations from equality do not seem to be a significant issue in the sense that such


deviations would lead to a systematic underestimate of the applicable SRPR rate.


d. Calculating the PSS rate using the functional adjustment


I now have the data to apply a functional adjustment to the PSS SRPR rate, i.e., an


adjustment to account for the fact that, unlike the PSS, XM and Sirius provide a


nationwide mobile end-to-end service. To determine the SRPR rate that would be


applied to the end-to-end revenues of XM and Sirius to account for this functional


difference, I multiplied the 7.25% rate by the ratio of hand-off provider costs to end-to-


end costs.6~ Using the baseline data and allocations in Exhibits 13 and 14 for XM and


Sirius, respectively, that ratio for XM is about 18.8% and for Sirius, that ratio is about


25.7%. That exercise results in a functionally-adjusted rate of 1.37% for XM and


1.86% for Sirius, i.e., one that is now consistent with the end-to-end service provided by


XM and Sirius. (See Exhibit 15.) Of course, this functionally-adjusted rate cannot be the


final rate because it fails to account for the non-music programming components of XM


and Sirius, programming which is unavailable on Music Choice, DMX, and Muzak. I


make this adjustment in a subsequent section.


e. Other considerations


There are a number of issues that might be raised in using this approach to


estimate a functionally-adjusted rate. First, my calculations rely upon a categorization of


cost line items maintained by XM and Sirius in the normal course of business, and as


such, these cost categories were not created inherently to distinguish between hand-off


provider and end-to-end functions. I adopted an approach that is reasonable, which is to


6~ Of course, I could have obtained this same result by dividing the imputed SoundExchange payments by


the end-to-end revenues earned by XM and Sirius. However, the discussion in the text retains the
fundamental intuition of the approach here--that the PSS rate needs to be adjusted for the fact that XM and
Sirius incur end-to-end costs and the PSS services do not.
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allocate these costs that I could not assign to the hand-off provider level by the ratio of


assignable costs at that level to assignable end-to-end costs.


A second issue is that some of the accounting costs may not accurately reflect


economic costs. Most obviously, the interest cost of debt is a component of both the


hand-off provider mad the end-to-end costs and is included in the analysis, but I have not


accounted for the cost of equity. Because the end-to-end costs encompass some of the


riskiest components of the XM and Sirius business--such as those arising from the need


to design and develop a satellite transmission infrastructure quite different than an off-


the-shelf satellite system and associated receivers--the end-to-end costs may be


substantially understated. Similarly, I have not accounted for the over $3 billion of


losses already incurred by each of XM and Sirius in offering their services, losses that


would (if amortized) likely increase the end-to-end costs of XM and Sirius relative to the


hand-off provider costs. In short, I have no reason to believe that accounting biases


would result in a systematic understatement of the cost ratio, and many of those biases


result in an overstatement of the cost ratio, and so result in an excessive rate.62


Of course, these functionally-adjusted rates for the SRPR are excessive because


(among other things) they fail to account for the extent to which non-music components


of the XM and Sirius service generates revenues for the two services. We turn to those


additional adjustments now.


20 VIII Accounting for Revenues Generated by Non-Music
21 Programming on XM and Sirius


22 In addition to the functional adjustment of the PSS rate, the PSS rate also needs to


23 be adjusted for the fact that unlike the PSS, XM and Sirius both offer non-music channels


24 and music channels to their subscribers. As I have already explained, those services


25 appear to have a significant impact on attracting and retaining subscribers. Accordingly, a


62 A third possibility is that the relationship of relative revenues and relative costs may not be one-to-one


because many of the end-to-end costs are being incurred in anticipation of future subscribers. That is,
because those end-to-end costs are intended to support future as well as current subscribers, the ratio of
hand-offprovider-equivalent costs to end-to-end costs will appear artificially low and as a result, so may
the corresponding imputed SoundExchange payments. However, there is no particular reason to believe
that the fraction of hand-off provider-level costs that are undertaken in anticipation of future revenues
would differ from the analogous end-to-end fraction.
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portion of XM and Sirius revenues are generated not by music but by non-music services.


Without accounting for the effect of non-music programming on revenues, the


application of the adjusted PSS rate to the end-to-end revenues of the two services will


result in an overpayment to SoundExchange. In this section, I consider a number of


methods to account for the availability and importance of non-music services to XM and


Sirius subscribers.


7 a. Programming adjustment using listenership data


8 Listenership data collected by both XM and Sirius provide one way to account for


9 the importance of non-music programming to subscribers. XM collects channel-specific


10 listenership through Arbitron, where listening is measured using Arbitron’s average-


11 quarter-hour listening.63 Sirius conducted a survey of its subscribers that asked, among


12 other things, how many hours they spent listening to music and non-music programming


13 in the last week prior to the survey.64


14 A key limitation with the listenership data is that its correlation with the value


consumers place on music and non-music is uncertain. There may well be some non-


16 music channels (or music channels) that are highly valued but not listened to for any


17 extended period of time (e.g., the NFL or local weather and traffic channels). Thus,


18 listenership is very likely an imperfect indicator of the value that consumers place on


19 non-music services relative to music services. Nonetheless, a listenership adjustment is


20 an obvious one to consider. The tistenership data indicates that [[    ]] of all of XM’s


21 listenership is accounted for by music. For Sirius, the corresponding figure is [[    ]].


22 If the functionally-adjusted rates are modified to account for these listenership patterns,


23 then this programming adjustment results in a corrected rate for XM of [[]] and


24 [[ ]] for Sirius.


63 XM Arbitron Custom Study, Fall 2005. The average quarter hour measure is for Monday to Sunday, 6


AM through midnight.
64 Sirius Customer Satisfaction Monitor 2Q ’06 Results, August 28, 2006, p. 22. The survey polled


[[ ]] Sirius subscribers, who on average listened to music for [[
]l of listening to all Sirius channels.
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1 b. Programming adjustment using a channel attachment index


2 The channel attachment index I discussed previously provides another way to


3 account for the importance of non-music programming to subscribers. Data on those


4 consumers who are prepared to cancel the service if any particular channel is withdrawn


5 provide an indication of the intensity of their demand for a particular channel:


6 Notwithstanding the availability of other channels on the services, these consumers are


7 prepared to forego the entire service ifa particular channel is unavailable. These data


8 are similar to survey data often compiled in antitrust matters to identify the products that


9 are close substitutes for the product under antitrust scrutiny. The consumer is asked


10 what product he/she would choose if a preferred product was unavailable. Here, the


11 question is analogously informative: Is the channel in question so important to the


12 subscriber that he/she would choose to cancel the Sirius subscription if this channel were


13 eliminated from Sirius’ channel lineup, notwithstanding the array of other channels


14 available on the service. In this way, the Sirius cancellation data provide useful


15 information on the importance to consumers of music versus non-music channels.65


16 As I explained previously, for each Sirius channel, I calculate the fraction of


17 Sirius subscribers responding that they would cancel their Sirius subscription if the


18 channel were dropped. Because listenership varies across channels, I weight these


19 cancellation percentages by the fraction of subscribers who responded that they had


20 listened to the channel in the previous week. Finally, I calculate the sum of these


21 weighted cancellation percentages for music channels, and then take that sum and divide


22 by total of the weighted cancellation percentages across all channels (music and non-


23 music channels). In this way, I create an index of the attachment of subscribers to music


24 channels relative to non-music channels.66


65 Of course, a consumer who cancels his/her Sirius subscription as a result of withdrawal of a particular


channel on Sirius may choose to subscribe to another service (like XM) that does offer a charmel
comparable to that lost on Sirius. However, there is no reason to conclude that there is a differential
availability of attractive music channels on alternative services relative to attractive non-music services.
Thus, there is no reason to believe that the differences in cancellation rates more likely reflect the relative
availability of alternatives to Sirius for the withdrawn service rather than the relative intensity of demand
for those services.
66 As in the other adjustments for non-music programming, here I treat Sirius’ comedy and kids channels as
music programming.
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Because I only have cancellation data for Sirius, I use the same data for XM as


well. However, in the case ofXM, I exclude Howard 100 and Howard 101 (channels


with high cancellation percentages and high listenership). This assumes that the other


music and non-music programming of the two services is roughly comparable in terms of


listeners’ attachment.


Including the Stem channels produces an index of the importance of music


programming of [[    ]], while excluding the Stem channels increases the index to


[[    ]]. If the functionally-adjusted rate is modified using these indices (I apply the


with-Stem index to Sirius’ functionally-adjusted rate and the without-Stem index to


XM’s functionally adjusted rate), this programming-adjusted rate would be [[     ]| for


Sirius and [[ ]] for XM.


12 c. Programming adjustment using program expenditure data


13 One natural way of accounting for the significance of music relative to all


14 programming on XM and Sirius is to apply a programming adjustment based on the ratio


of music programming expenditures to total programming expenditures, which would


16 reflect the relative importance of music programming and non-music programming for


17 the Sirius and XM services. I understand that the two services have spent a substantial


18 amount of money for non-music programming because they expect that these


19 expenditures will lead directly to increased subscribers and subscription revenue.


20 For XM, we estimate music programming expenditures as [[ ]] and


21 total programming expenditures as [[ ]] (including the imputed


22 SoundExchange payment), the resulting ratio of music to total programming expenditures


23 being [[ ]].67 Similarly, for Sirius, we estimate music programming expenditures


24 as [[ ]] and total programming expenditures as [[ ]]. In the


25 case of Sirius, the resulting ratio of music to total programming expenditures is


26 [[ ]]. This programming adjustment leads to a rate of [[]] for XM and


27 1[ ]] for Sirius.


67 Music programming expenditures include the payment for the SRPR, which is determined as the result


of this computation. For the sake of simplicity in calculating this adjustment, I use the estimated SRPR
payment from the baseline case, which is conservative insofar as it will result in a higher programming-
adjusted rate.
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The obvious appeal of this approach is that it highlights the important role that


non-music programming plays in the packaging of the two services. In particular, this


approach can be thought of as identifying the value that consumers place on the


programming containing sound recordings of the audio package compiled by XM and


Sirius relative to the value they place on the non-music programming.


However, the approach does have limitations. Roughly speaking, the adjustment


may not fully "meter" the revenues associated with music programming. Some


consumers who subscribe to the services largely because of the non-music programming


services will nonetheless listen to some music and that additional listening will not be


captured in this adjustment. So this particular programming adjustment may understate


the SRPR rate. However, to the extent that some consumers subscribe to the services


because of the music, some of those will also listen to the non-music programming, and


this adjustment approach would fail to account for the additional revenues associated


with resulting from the availability of non-music programming to subscribers.


Nonetheless, because the programming expenditure-based adjustment may


understate what a reasonable rate should be, I have not included those rates in my


consideration of the reasonable range of rates. However, this rate calculation does


underscore the importance of non-music to the services and their view of what


programming is necessary to attract additional subscribers. In so doing, it provides me


comfort that the lower bound I do include is reasonable.


21 IX


22


Summary of Rate Estimates Based on the 7.25% PSS
Rate


23 It is my opinion that the PSS 7.25% rate paid by a hand-off provider service


24 offering an audio package like that of XM and Sirius provides a useful benchmark rate to


25 determine royalties payable to SoundExchange. Upon consideration of the differences


26 between XM and Sirius on the one hand and the PSS on the other, I have identified the


27 need for three significant adjustments (two of which are feasible given data limitations).


28 The first is the functionality adjustment, accounting for the end-to-end mobile service


29 provided by XM and Sirius in contrast to the more limited service offered by the PSS.
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1 The second is a programming adjustment accounting for the importance of non-music


2 programming to XM and Sirius.


3 Exhibit 16 summarizes the complete analysis. As is obvious, the program-


4 adjusted rates for XM and Sirius fall within a narrow range and given the similarity


5 between the estimated rates of the two services, the use of the same rate for both seems


6 reasonable. Thus, based on the PSS rate, a reasonable range for the SRPR rate for XM


7 and Sirius is between 0.88% and 1.04%.


8 Instead of the 7.25% starting rate, it may be more appropriate to consider a lower


9 starting rate of 5.32% for a PSS. This lower rate, the derivation of which is explained


10 above, reflects the logic of the original PSS decision but is based on the actual PRO


11 benchmark rate that was used in that proceeding. Applying the adjustments to this lower


12 rate results in a range of rates between 0.65% and 0.76% for the two services. (See


13 Exhibit 17.) (Of course, the rates in Exhibits 16 and 17 do not account for the 801(b)


14 factors.)


15 Finally, the third adjustment stems from the value-added contributions made by


16 XM and Sirius to music programming. To the extent that these enhancements result in a


17 higher subscription price for the XM and Sirius services, then the SRPR holders may be


18 overcompensated because I have not accounted for these enhancements in my analysis.


19 Suppose, for example, that after adding the enhanced music, the number of sound


20 recording performances remained unchanged but the price that consumers were willing to


21 pay for the service increased. Under a per-listener/performance fee, the payments for the


22 use of the SRPR would not change. But because the fee here is based on a percentage of


23 revenue, the payments to the SRPR holders will increase even though the number of


24 sound recording performances has not changed.


25


26


27


28


29


30


X Appropriately Adjusted, the Payments Made by XM and
Sirius to the Performance Rights Organizations May
Provide a Useful Upper Bound to the SRPR Rate for XM
and Sirius


Another useful benchmark for the SRPR royalty rate is the set of royalty


payments made to the performance rights organizations: ASCAP, BMI, and SESAC.
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1 These payments are the royalties received by composers and publishers for the use of the


2 musical works public performance rights underlying the sound recording performance.


3 The appropriate SRPR payment should be no larger than the PRO payment. A


4 buyer of the sound recording performance rights needs both fights in order to render a


5 public performance of the sound recording. Thus, the buyer is in exactly the same


6 position with regard to the two broadcast rights: Both are needed to broadcast sound


7 recordings, and the benefit received by the buyer applies to both fights jointly. In


8 addition, each seller of the sound recording performance right is in the same position as


9 the seller of the musical works performance right for that sound recording. From the


10 seller’s perspective, the direct cost of using either right for additional performances of a


11 sound recording is the same (zero).


12 The characterization that the sellers of the sound recording performance rights


13 and the musical works fights face zero incremental costs seems a good one as an


14 empirical matter. To see this, consider the fact that record companies earned a total of


15 $24.4 billion from worldwide sales of recorded music in 2005.68 Even supposing that


16 XM and Sirius both paid a PSS rate of 7.25%, (a completely inappropriate rate for the


17 reasons I have already explained), the combined payments by XM and Sirius to


18 SoundExchange would still account for less than 0.24% of recorded music revenues.


19 Accordingly, a reasonable conclusion is that the fees received by SoundExchange for the


20 use of the SRPR from XM and Sirius would not have any detectable effect on the sound-


21 recording production decisions of the labels. Thus, the assumption that the cost of


22 extending the SRPR to XM and Sirius is effectively zero seems appropriate. Hence


23 (based on the direct costs and benefits of the transaction) whatever bargaining process is


24 used to determine one royalty rate would arrive at the same result for the SRPR royalty


25 rate as well. As I will discuss shortly, consideration of indirect promotional benefits


26 suggests that the SRPR royalty would be somewhat less than the musical works


27 performance royalty.


68 I estimate worldwide record company sales of $24.4 billion by dividing Warner Music Group’s $2.924


billion in worldwide recorded music sales by its I2.0% share of retail record sales. See Warner Music
Group, 2005 Annual Report, p. 2; International Federation of the Phonographic Industry, as reported in
Market Share Reporter, 2007, Volumel, "Top Music Firms Worldwide, 2006," p. 446.
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! understand that XM has negotiated a final rate with ASCAP of 1.44% of its


adjusted gross revenues for the next five years for the use of the musical works


performance right to the music in the ASCAP library. In addition, I understand that


payments to SESAC are about 6% of the payments made to ASCAP and BMI.69 While


XM has not yet negotiated a final rate with BMI, my understanding is that ASCAP and


BMI typically have the same rates.


As noted, the XM-ASCAP rate applies to adjusted revenues, where these


adjustments include certain deductions such as 15% of subscriber acquisition costs. I


understand that the XM-ASCAP rate of 1.44% of adjusted gross revenues accounts for


about 1.11% of gross revenues. Accordingly, the total payment to the PROs made by


XM would be 2.35% of gross revenues (i.e. 2 x 1.11 x 1.06). I also understand that


Sirius has not yet negotiated any final rates with the PROs; for purposes of this


discussion, I am assuming that the rates Sirius ultimately pays will be comparable if not


identical to those paid by XM.7°


For a number of reasons, the sum of these PRO rates is likely to be an upper


bound on the rate to be levied for the use of the SRPR. First, the PRO rates themselves


are negotiated in the shadow of the courts that administer the Department of Justice’s


consent decrees for BMI and ASCAP. In order to become the sole agents for the


musical works performance rights in their respective libraries, ASCAP and BMI each had


to agree to terms embodied in the consent decree, which were designed by the Justice


Department to constrain the exercise of monopoly or market power by each monopoly


rights agent.7~ In the event that the rights user believed the negotiated rates would be too


high, it could incur the costs of litigation to ask the courts administering the consent


decree to determine a reasonable rate for the use of the musical works in the library of


each PRO. However, the incentive to incur litigation costs may be different for a user of


69 XM’s payments to SESAC were 6.05% of the payments to ASCAP and BMI over 2005 and the first two


quarters of 2006. (XM financials.) The corresponding figure for Sirius was 5.80%. (Sirius financials.)
70 However, I do understand that Sirius views the rates paid by XM as excessive and so believes that basing


an upper bound on the PRO rates of XM is equally excessive.
71 See, for example, the discussion of the earlier decrees in the Department of Justice press releases


describing more recent decree modifications: _http:iiwww,usdoj.go,~, opa pr’2000’~Scptembcr’517at.hm~ and
http:iiwww.usdoj.goviatripublic.press releases/1994/211869,htm.
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1 rights than for the PRO. For the user, the rates are set for that particular use, while for


2 the PRO the rates can serve as a precedent for other ratemaking negotiations and


3 proceedings involving other uses, i.e., they could serve as benchmarks for rates in those


4 other uses. Because the benefit of a successful litigation is higher for a PRO than for a


5 user, the PRO will be prepared to bargain harder with the user for a higher rate. Thus,


6 the current ASCAP and BMI rates may be well in excess of that which would be


7 forthcoming in a more competitive market.


8 Second, the payments to the PROs do not reflect consideration of the 801(b)


9 factors and should be considered an upper bound for the SRPR rate to be levied on the


10 revenues of XM and Sirius. While I discuss the 801 (b) factors below, some of that


11 discussion is worth foreshadowing here.


12 When a sound recording is performed on XM and Sirius, it generates a


13 promotional benefit to the SRPR holders in that some listeners who hear the performance


14 (and see the artist name and song title displayed on their receiver) may go out and


15 purchase a copy of that recording via a CD or download. As discussed below, this


16 promotional benefit spans the range of genres played on Sirius and XM, and applies to


17 both new and old recordings. While both the PRO and the SRPR holder benefit from the


18 additional sales of sound recordings, the incremental return on the sale of a sound


19 recording is likely to be greater than that for the holder of the musical works right


20 because the price of the CD itself is designed to recoup all of the costs borne by the


21 producer of the sound recording. Moreover, the increased exposure of artists will likely


22 increase the sales from concert tours, some of which will no doubt be contractually


23 captured by the labels. While we discuss these benefits in detail below, the effort


24 exerted by the labels to obtain airplay from terrestrial radio suggests that the flow of


25 payments in a more competitive market may well be from the SRPR holders to the SRPR


26 users.


27 A third factor which leads to the conclusion that the use of the PRO rates as a


28 benchmark is an upper bound stems from the fact that the PRO rate is levied on the use of


29 all of the music in the PRO libraries. By contrast, it is my understanding that under the


30 Act, performances ofpre-1972 recordings are exempt from the payment of the SRPR.


31 Thus, because the library of sound recordings is smaller than the entire library, if the
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1 PRO rate were used as the starting point for setting the SRPR rate, one would have to


2 reduce that rate to reflect the reduction in the library of relevant recordings. In addition,


3 the services are not required to pay a SRPR fee for live performances and archival


4 performances, while payments to the PROs are required. This would require yet another


5 downward adjustment in the PRO rate before being applied to the revenues of XM and


6 Sirius as a SRPR rate.


7 An additional factor is the broader scope of the PRO license compared to the


8 SRPR license. The SRPR licensee is subject to the sound recording complement rule


9 that (unless granted an exception by the record companies, which may require additional


10 compensation) limits the number of songs played from a particular album to no more than


11 two in a row, or three in any three hour period. In addition, no more than three songs in


12 a row, or four in any three hour period, can be played from the same artist or boxed set.72


13 There is no such limitation on the scope of the PRO license.


14 Finally, I note that Sirius has not as yet accepted the rate of 1.44% of adjusted


15 revenues of the XM-ASCAP agreement. To the extent that Sirius and ASCAP agree


upon a lower rate, the upper bound of the range estimated here should be adjusted to


17 reflect this change. I understand that Sirius will be testifying regarding its view as to


18 why the ASCAP rate is excessive. I also understand that XM agreed to this rate with


19 ASCAP in light of other consideration.


20
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XI Consideration of the 801(b) Factors Suggests that the
SRPR Rate to be Paid by XM and Sirius Should Be
Towards the Low End of the Range


As noted at the outset, the rates ultimately established for the SRPR payment by


XM and Sirius must reflect the Section 801 (b) factors:


(A) To maximize the availability of creative works to the public;


(B) To afford the copyright owner a fair return for his creative work and the


copyright user a fair income under existing economic conditions;


(C) To reflect the relative roles of the copyright owner and the copyright user in


the product made available to the public with respect to relative creative


72 For the complement rule see http://www.copyright.gov/fedreg/1997/62fr34035.html.
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1 contribution, technological contribution, capital investment, cost, risk, and


2 contribution to the opening of new markets for creative expression and media


3 for their communication;


4 (D) To minimize any disruptive impact on the structure of the industries involved


5 and on generally prevailing industry practices.73


6 Using the rates estimated above, a range of estimates for the reasonable rate of the


7 SRPR can vary from 0.88% (based on the 7.25% PSS rate) to 2.35% (based on the PRO


8 rates). However, the estimates based on payments to the performance rights


9 organizations do not account for the 801(b) factors. As I understand it, those rates are


10 subject to a willing buyer/willing seller standard. The rates based upon the PSS rate do


11 reflect the 801(b) factors, but as they apply to Music Choice and (perhaps) DMX and


12 Muzak, not to XM and Sirius.


13 What follows is my assessment of the performance of XM and Sirius in fostering


14 objectives A, C, and D relative to the record companies (who I identify for shorthand


15 purposes as the holder of the SRPR) and Music Choice, as a representative PSS. I


16 conclude that based on these factors, the rate for XM and Sirius should be towards the


17 lower end of the range of estimated rates. In satisfying these objectives, such a rate


18 would provide a fair return to the holder of the SRPR because it accounts for these and


19 marketplace factors.


20
21
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ao Evaluating the role of XM and Sirius in promoting the availability of
m usic


In evaluating the XM and Sirius contribution to the "availability" of music,


"availability" can be interpreted in terms of music distribution, i.e., transmitting more


music and more types of music to more listeners, or in terms of the supply of music, i.e.,


the creation of more music.


I understand that in previous decisions, the Librarian has interpreted "availability"


to mean only the production of sound recordings.74 However, an economist would


naturally interpret "availability" to encompass both distribution and production. And


73 17 U.S.C. 80I(b)(1).


74 See Librarian Decision 1998 at 25406.
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given the nexus between the two described below, that interpretation is key to


understanding how distribution affects the production of sound recordings. I discuss each


of these in turn.


4 i. Availability interpreted as music distribution


5 The XM and Sirius services currently encourage the more widespread availability


6 of music in a number of ways. First, the services offer subscribers a substantially wider


7 array--in terms of formats or stations within a format--than do over-the-air radio and


8 Music Choice. Sirius and XM both provide more music channels than are found in even


9 the largest terrestrial radio markets, and those channels cover a more diverse set of


10 genres. While Sirius has 71 music channels and XM has 80, the five largest radio


11 markets, as measured by BIA, have an average of 43 music stations.75 Of these music


12 stations in the largest terrestrial radio markets, 52% are in the rock or pop genres. In


13 contrast, pop and rock stations at XM and Sirius account for only 39% and 45%,


14 respectively, of the music channels.


The remaining channels span a wider array of formats than are found even in the


16 top five radio markets. For example, the top five radio markets have no stations


17 dedicated to playing kids music and only one station (in San Francisco) using a dance


18 music format. Both Sirius and XM have multiple channels in each of those formats.


19 Moreover, even within the common genres, there is a greater diversity in the


20 satellite radio offerings. For example, four of the top five terrestrial radio markets have


21 only one station in the jazz and blues genre. The fifth, San Francisco, has two, but both


22 offer a smooth jazz format.76 In contrast, both Sirius and XM have five channels in the


23 jazz and blues genre, with each channel focused on a different subgenre (classic jazz,


24 modem jazz, blues, etc.). The contrast between the number and range of choices for


25 music available on Sirius and XM and what is available on terrestrial radio in smaller


26 markets would be even more pronounced.


75 Information on terrestrial radio markets is from the 2006 BIA Investing In Radio Market Report; see


Exhibit 18. See Exhibits 3 and 4 for the channel lineups on XM and Sirius.
76 See 2006 BIA Investing In Radio Market Report, p. 2.
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Similarly, both XM and Sirius offer more music channels than Music Choice,


indicating that the contribution of XM and Sirius to music distribution is greater than that


of Music Choice. (See Exhibit 6.)


Second, the labels do not expend any incremental effort to provide music to XM


and Sirius that will enhance the transmission of the music provided by the two services.


The labels are not involved in those transmission decisions and so do not enhance the


availability of music in terms of its distribution.


8 ii. Availability interpreted as the supply of new music


9 I earlier observed that availability can also be interpreted to mean the supply of


10 sound recordings. To be sure, the recording companies, the performers, and composers


11 are directly involved in the production of music, unlike XM/Sirius. But as I noted


12 above, even ifXM and Sirius were to pay SRPR fees at the inappropriate and excessive


13 rate of the PSS, those payments would likely have an undetectable effect on increasing


14 the supply of sound recordings.77 Moreover, the fees paid by XM and Sirius for the


15 SRPR may represent fees that record companies would not otherwise accrue. As shown


16 in Exhibit 11, most of the listening to Sirius is diverted from over-the-air radio which


17 pays performers and the holders of the SRPR nothing for airplay. SoundExchange


18 benefits directly from this conversion of over-the-air listeners to XM and Sirius


19 subscribers because terrestrial radio does not pay a SRPR fee.


20 In addition, there is normally a tension in simultaneously attempting to increase


2 t both the distribution of a product and the supply of a product. A lower price charged by


22 the distributor for the product will increase the number of consumers to whom the


23 product is available, but can reduce the earnings of the product supplier and so reduce the


24 supply of the product.


25 Here, the tension between these two goals is muted if not completely absent. A


26 lower SRPR fee leading to more widespread distribution of the XM and Sirius services


27 will expose listeners to artists, songs, and genres more or more effectively than would


77 Indeed, it appears that nearly a third of the revenues collected by SoundExchange are not distributed to


the responsible artists, further diminishing any effect of the SRPR fee on encouraging the supply of new
musical works. See http:iisoundexchan~ze.con~ne~vsidocumentsiSoundExchange PR 6 14 05.pdf.
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otherwise be the case. That exposure, in turn, will tend to encourage the sale of music


2 (CDs, downloads) to final consumers, thus benefiting the artists and recording companies


3 and thereby encouraging the production of new sound recordings. While the SRPR


4 payments themselves by XM and Sirius may have no measurable effect on encouraging


5 new sound recordings, that does not mean that the services do not contribute to


6 expanding the supply of sound recordings. The evidence certainly suggests that the


7 recording industry values the promotional impact of XM and Sirius (or services like


8 them) on sales of sound recordings and concert tickets.


9 Record companies engage in numerous promotional practices to increase airplay


1 0 for their artists. Some of the practices used to influence terrestrial radio airplay have


11 recently received considerable notoriety in the investigation carried out by the New York


1 2 State Attorney General. As the AG’s office noted in the press release announcing a


13 settlement with Universal Records, "Radio airplay is the single most effective driver of


1 4 music sales.’’78 Among the practices documented in that investigation are payments to


15 radio stations and programmers, sponsorship of events and listener contests, and use of


independent promoters, all efforts intended to increase the airplay of the label’s sound


1 7 recordings.79


18 While promotion on terrestrial radio is an important and ongoing component of


19 the marketing strategy of record companies, the effectiveness of that component is


20 limited by the range of programming carried over broadcast radio. A 2001 article from


21 Billboard begins by stating the problem: "While labels have increased the amount of


22 new product coming through the pipeline, radio has tightened its playlists. It’s like


23 trying to pour a gallon of water into a pintsized container.’’8° The article concludes


24 quoting Fred Mills, a promotion representative from DreamWorks: "’Maybe we will have


25 to find other avenues to expose product, whether it be through more fragmentation of


26 formats, the Internet, satellite radio, or visual mediums.’" Thus this article, written


7s http://www.oag.state.ny.us/press/2OO6/may/mayl la_06.html


79 See "Executive fired amid charges of payoffs’, New York Times, January 12, 2005; "Sony BMG settles


radio payola probe", Washington Post, July 26, 2005; "Music labels say it costs too much to get songs on
the radio," The Wall Street Journal, June 10, 2002, p. B1.
80 "Radio and labels at odds again," Billboard, May 12, 2001, p. 135.
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1 shortly before satellite radio service was launched, had already begun envisioning a role


2 for satellite radio in expanding the promotional reach of record labels.


3 From the inception of service, an element of the strategic plan for satellite radio


4 was to develop promotion opportunities for record companies, taking advantage of the


5 scale economies and national coverage of satellite radio.81 This has been accomplished


6 by the breadth of musical styles covered among the music channels as well as specific


7 opportunities to feature and promote artists.82 For example, XM has an Artist


8 Confidential series in which an artist from somewhere across the spectrum of musical


9 genres gives a live performance from XM’s performance theater, which is broadcast on


10 the appropriate music channel,a3 Numerous shows anchored by celebrity hosts on both


11 Sirius and XM provide opportunities to expose devotees of particular music formats to


12 new or less well known artists,a4 XM produces a program called "Then...Again...Live"


13 that features classic rock performers giving live renditions of their classic rock and


14 another called "Offstage" in which XM visits a performer at his or her home and


15 broadcasts a show from that home.as Sirius also broadcasts a number of live shows, both


16 from its own studios and from remote locations such as those hosting various winter


17 extreme-sports events. These efforts go beyond anything undertaken by the PSS audio


18 services.


19 Satellite radio has also provided a forum for airplay for veteran artists who, while


20 no longer listed on the top of the charts essential for terrestrial radio playlists,


21 nevertheless are able to reach potential buyers among devoted fans listening to the


22 targeted musical formats on satellite radio,a6 Emails received from subscribers87 and


8i See 2001 Form 10-K, XM Satellite Radio Holdings Inc., p. 4


82 See "Start Me Up: satcasters go early on new artists," Billboard, March 17, 2006, p. 135.


83 See 2005 Form 10-K, XM Satellite Radio Holdings Inc., p. 8; Satellite Radio Outlook, Kagan Research,


LLC, July 2005, p. 74.


84 Among the hosts of music shows on Sirius are Eminem, Tony Hawk, and Jimmy Buffett; XM hosts


include Snoop Dogg, Bob Dylan, Tom Petty, and Ludacris. See
http://www.sirius.com/servlet/ContentServer?pagename= Sirius/Page&c=Page&cid=1065475754125 and
http ://www.xmradio.com/exc lusivemusic/.


85See http ://www.xmradio.com/exclusivemusic/offstage.j sp
86 See "Stymied by radio, veteran acts try new outlets," Billboard, January 29, 2005, p. 30; "XM credited


for band’s worldwide exposure," Richmond Times Dispatch, August 10, 2006, p. F-11.
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artists88 attest to the value of airplay on satellite radio in increasing CD and download


sales.


87 For example, "Where can I purchase your music? I was listening to it on XM and fell in love with it! I


work at a top 40 station and need a change of music for the drive home---yours was perfect!!!"
(3/17/2006, p. 8); "A station like the Loft has been sorely missing for years in Southern California and your
station is the reason I became an XM subscriber. Now I have three radios. I have found that since I started
listening, I am actually buying more music than before .... I listen at home and in the car ... weekdays and
weekends ... and I’m a total cheerleader for the format. Thanks for making me enthusiastic about radio
again." (9/12/05 p. 3); "If it only had channel 74 that would be enough for me to keep paying my
subscription to xm radio. Since I got the new car ( and xm radio) I have heard so many new (and old
artists). For the first time in a long time I’m buying music and attending live shows. For example, I
heard Sonny Landreth’s ’Congo Square’ for the first time on XM .... (not much Louisianna Music here in
Boston). I bought the album and as good luck would have it learned he would be performing nearby. My
son, an aspiring guitarist (at 16 he has no interest in the blues) went to the show and had a ball." (3/21/06 p.
23). "I’m trying to find a good Download Site that carries the music played on XM-31 since i-tunes and
Napster don’t carry a lot of the music you play. Can you recommend anywhere on the Web that offers these
tunes and others you play for download? Pay, of course ...... " (3/20/06, p. 25); "Thank god I opted for XM
so I could discover what you are putting together. I am one of the pickiest people when it comes to music. I
have not listenned to radio music for about ten years, online or local. I could never find something to hit my
exact taste. Not only do you play the indic rock titles that I am addicted to but you also play many up and
coming r and b, rap groups. I thought ifl had satellite radio, I would not have to buy so many cd’s. Now
that i have XMU, I have doubled my catalog. Thanks for all of the hard work." (11/26/05, p.27) "Thank
you for a great station and some incredible new music. Because of U-POP I have been purchasing the
artists I hear you play (some are very hard to find in U.S. even from ITunes). My music collection is now
back to the levels when I was in high school 10 years ago." (12/13/04, po 31) "The fact that I can REAL
music that I have not heard before, and see who is actually playing it to buy the album is AWESOME. You
guys are great for the record industry." (7/14/03, p. 66); "When I bought my XM, the salesman told me I
would no longer need my CD’s. With the variety of music, I would listen to the XM radio all the time. My
purchases have actually increased because I hear songs I haven’t heard in years. I also buy music I would
never have heard on commercial radio I LOVE XM![!!! !" (11/I 5/02, p. 70); "This is the best service that I
have ever bought, and I have never looked back on it. Furthermore, I never bought too many CD’s in the
past, but now with artists names and titles being shown, I am going out and buying CD’s of bands that I
have never heard before. Thanks again for the awesome service you provide." (1/21/03, p. 71); "i love this
radio station more and more each day. i have bought more cds from hearing them on your station, than i
ever have. i would do anything to have my band heard on this station even if it is the only station we are
ever heard on again." (2/22/06, p. 100)
88 For example, "Our long-form John McEuen special last week caused a massive uptick in sales for


various Dirt Band projects" (6/14/2005, p. 10); "Mitch’s website is receiving a noticeable increase in traffic
on the days XM plays Mitch Fatel tracks, and more importantly a noticeable spike in CD sales." (10/1/04,
p. 11); "Tommy has actually made money the first time on a record, and it was all possible because of you
folks at XM." (3/16/04, p. 12); "Needless to say, we owe a lot to you and XM for bringing us a bunch of
new fans - Emails and orders from people who heard us on your show." (9/7/03, p. 14); "I wanted to let you
know that I have been getting so many people telling me they’ve heard me on XM and really enjoyed what
they heard. Just the other day I had a gentleman email me because he and his son were driving along and
suddenly my tune "Four on the Floor" came on and his son was instantly hooked to find out what that was.
They loved the music, did a Google search on my name and bought a 3 CD Set from me. Now his son is
hooked on jazz. I’ve been getting stories like that all the time. I can’t thank you enough for playing my
music." (4/13/06 p. 17); "First off, thank you so much for playing our most recent cd "Live & On Fire" on
XM. We’ve received emails from all over the country from folks saying they’ve heard our music on XM,
and we’ve sold many cds to listeners who otherwise would probably never have heard of us. As a regional
band on an independent label, the exposure you’ve given us has been invaluable!" (4/14/06 p. 18); "thanks
so much for getting the Hellhounds some spins on Bluesvitle! They are starting to notice an increase in
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Furthermore, there is no evidence to support the proposition that satellite radio


listenership displaces any CD or download sales, let alone by a large enough amount to


offset the substantial promotional benefits.89 In addition, the sound recording


complement rule described previously further limits the ability of XM and Sirius listening


to substitute for purchasing recorded music.


Moreover, accounting for the effect of satellite radio listenership on CD purchase


or downloading habits (and associated consequences to SRPR holders) would require


systematic review of potential changes in all of the other ways in which subscribers may


use their discretionary time (e.g. DVD watching, video game playing, use ofiPODs,


listening to over-the-air radio, etc.), making the empirical effort difficult at best.


In short, the transmission of music by XM and Sirius is unlikely to reduce, and in


fact is likely to enhance, the production of music by the recording artists and the record


labels. Application of this factor to XM and Sirius suggests that a reasonable rate would


be at the lower end of the range.


I5
16
I7


18


19


Evaluating the role of XM and Sirius in "creative contribution,
technological contribution, capital investment, cost, risk, and
contribution to the opening of new markets for creative expression"


In this section, I review the role of XM and Sirius in advancing the objectives of


the 801(b) factor (C), relating to creative contribution, technological contribution, capital


their CD sales since you’ve been playing their stuff." (4/12/06 p. 19); "Thank you, thank you, thank you!
Everywhere Ron goes, he hears, "They are playing you all the time on Bluesville XM." It must be true, too,
because we are selling a significant amount of CDs online and people who buy the CD through CD Baby
say they heard the music on your station." (5/31/05 p. 22)
89 While not directly relevant, it is instructive to note that there is a growing literature on the effect of


music downloading on CD sales and concert revenues. On music downloading, there is no clear consensus
on the direction or magnitude of the effect of downloading on CD sales. For example, a 2005 study by
Oberholzer and Strumpf finds no statistically significant effect of file-sharing on CD sales. (See
Oberholzer and Strumpf, "The Effect of File Sharing on Record Sales: An Empirical Analysis," Working
Paper, 2005.) A 2004 study by Blackburn finds that file-sharing has a negative impact on the sales of an
average CD, though it has a positive effect for relatively unknown artists and a negative effect for popular
artists. (See Blackburn, "On-line Piracy and Recorded Music Sales," Harvard University Dissertation
Thesis, 2004.) On concert revenues, Mortimer and Sorenson find that music downloading has eroded CD
sales, but that the loss of these revenues is more than offset by increases in the number of live concert
performances and the profitability of those performances. (See Mortimer and Sorenson, "Supply
Responses to Digital Distribution: Recorded Music and Live Performances, Working Paper, 2005.) If
downloading has no clear displacement effect or effect on artists’ incomes, then it seems even less likely
that listening to satellite radio would lead to displacement.
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investment, cost, risk, and contribution to the opening of new markets for creative


expression and media for their communication. I discuss each in turn.


i. Creative Contribution


With respect to "creative contribution," it is certainly true that record labels and


performers (along with composers and publishers) are directly involved in the music


production process. Nonetheless, I am unaware of any evidence that the labels expend


any incremental effort to create new music for XM and Sirius. This is not surprising


since as previously noted, any fees paid by XM and Sirius for the SRPR would be a very


small fraction of their overall revenues.


However, both XM and Sirius have invested in the creation of attractive non-


music content, including music-related programs (such as Willie’s Place hosted by Willie


Nelson) and other programs (including Oprah, Martha Stewart, and MLB). In addition,


both services have incurred costs to refine the music experience by using experienced


music programmers and personalities to make those channels more attractive to listeners.


XM and Sirius offer more of such enhancements than Music Choice.


The non-music focus of XM and Sirius has likely increased the number of


subscribers to these services. For example, as noted previously, the skew of XM and


Sirius towards non-music programming and the apparently substantial attachment that


subscribers have to the non-music program offerings have likely attracted subscribers


who may have been "talk-focused" but still listened to some extent to music on terrestrial


radio. Some, if not all, of these subscribers will switch their music listening from


terrestrial radio to the music services of XM and Sirius and so will contribute to the


SRPR payments being made to performers. Moreover, the addition of the non-music


services may result in greater promotion of the sale of sound recordings by these new


subscribers to the extent that these subscribers either increase their music listening above


what it was prior to subscribing to XM or Sirius or because they take advantage of the


other promotional aspects of the XM and Sirius services, namely, song and singer


identification.
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ii. Technological Contribution


2 The technological contribution of XM and Sirius to music distribution is


3 substantial and one in which the recording industry played no role. As noted above, both


4 Sirius and XM developed their own satellite systems to provide a mobile service and


5 developed the chipsets required for the satellite radios themselves. With respect to the


6 radios in particular, I understand that XM initially had contacted a number of electronics


7 manufacturers to design and produce the radios. However, ! understand that in fact,


8 notwithstanding the pedigree of some of these manufacturers, they did not have the in-


9 house capability to design the radios. That was an effort undertaken by XM. In addition,


10 the antenna for the vehicle installation needed to be as unobtrusive as possible--a design


11 effort that was also undertaken by XM. I understand that the first XM antennas were


12 quite bulky, but now are about the size of a quarter, which has enhanced the ability of


13 XM to attract OEM partners.


14 My understanding is that Sirius also faced many of these same technological


15 hurdles in developing its service. Sirius developed a chipset with the assistance of


16 Lucent that was capable of receiving and playing the satellite signals, and built into these


17 chipsets the ability for its radios to choose the strongest signal source (either of two


18 satellites or terrestrial repeaters) and buffer the signal so that, for example, the broadcast


19 is uninterrupted when driving through an underpass. Sirius also incurred the costs


20 associated with developing unobtrusive (so that they can easily be installed on the roof of


21 a vehicle) antennas capable of receiving its programming (in contrast, satellite television


22 services like DirecTV require antennas greater than a foot and a half in diameter). Sirius


23 also works with consumer electronics companies and OEM partners to subsidize the


24 development of new radios and the integration of Sirius radios into new automobiles.


25 Both XM and Sirius have received patents for a number of their innovations.


26 XM has 42 patents, with 8 more pending, while Sirius has 12 patents and 2 pending. As


27 an example, XM has more than 10 patents related to the design of mobile antennas that


28 can access satellite signals, while Sirius was awarded several patents related to using the


29 elliptical geosynchronous orbit of its satellites. A complete listing of the patents can be


30 found in Exhibit 19.
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Investments in R&D have totaled [[ |] over the past 3 years for XM.


Sirius, which tracks expenditures on engineering, design, and development, has spent


[[ 11 in the past 3 years. (See Exhibit 20.) There is no corresponding


incremental contribution by the recording companies in expanding and improving upon


the innovations in satellite radio.


Similarly, the innovations of XM and Sirius are not matched by those of Music


Choice. Music Choice has relied on conventional distribution schemes (transponder


leases on conventional satellites and use of the existing cable infrastructure) while XM


and Sirius created an entirely new music distribution system. The number of patents


received by Music Choice is significantly less than that of XM and is also smaller than


that of Sirius. Among the innovative features pioneered by XM and Sirius are the plug-


and-play satellite radio concept that allows the same radio to be used in a home docking


station or in an automobile; the development of a portable/wearable radio, including the


miniaturization of the antenna, that allows subscribers to receive live satellite radio


broadcasts; the initial chipset development for satellite radios and the subsequent


reduction in size, reduction in power consumption, and improvements in signal


reliability; and work with automobile manufacturers to integrate satellite radio antennas


into their vehicles. (See Exhibit 19.)


19 iii. Capital Investment, Cost, and Risk


20 XM and Sirius have expended considerable funds on both capital investments and


21 R&D investments to deploy a satellite radio service--the design and production of


22 receivers, the acquisition of the land rights and the positioning of repeaters, the satellite


23 design itself, all done well in advance of service launch. These investments have totaled


24 [[ ]] since inception for XM and [[ ]] million for Sirius, or more than


25 [[ ]] dollars combined across the two services. (See Exhibit 21. Exhibit 22


26 details the services’ satellite expenditures.) They also have invested in developing


27 innovative content for both the music and non-music services (which in turn, attracts


28 more listeners to the service). By contrast, the recording companies have not incurred


29 any incremental investment or any other costs with respect to the development and


deployment of satellite radio service or programming on that service.
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1 Similarly, XM and Sirius have likely expended far more in capital investments


2 and other costs than Music Choice. Music Choice relied on standard satellite


3 transmission technology and cable infrastructure for the deployment of its service and


4 provides only all-music channels. XM and Sirius developed a customized satellite radio


5 service for mobility in a nationwide footprint.


6 The same higher level of expenditures associated with satellite radio service also


7 represents highly risky investments on the part of the two services. They deployed new


8 satellite technology, bought and launched their own satellites, invested in the chipset and


9 other aspects of the satellite radio itself, invested in the development of non-music


10 content for both the music and non-music channels, and invested in the promotion of a


11 new service that still has no guarantee of ultimate success.


12 The only possible risk that the recording labels incur is that of displacement of


13 CD or download sales, but as discussed above, there is no credible reason to believe that


14 such displacement is either significant or indeed exists at all. In fact, to the extent that


15 XM and Sirius provide another avenue of exposure promoting the artists, CD sales,


16 downloads, and concerts, the overall risk of recording and distributing CDs and


17 downloads to the recording companies and of selling concert tickets may be reduced.


18 Moreover, to the extent that XM and Sirius subscriptions come at the expense of


19 terrestrial radio, the recording artists and labels will earn fees for the SRPR that they


20 would otherwise not receive.


21 It is also likely that the risk incurred by XM and Sirius is greater than that


22 incurred by Music Choice, both at the outset and today as well. As noted, XM and


23 Sirius developed their own satellite and radio technology while Music Choice relied


24 largely on existing technology. In addition, the size of the financial stake--the


25 magnitude of the investments that are at risk for XM and Sirius--is likely much more


26 substantial for Sirius and XM.


27 iv. Opening New Markets


28 As noted previously, the development of satellite radio has provided a mobile


29 service that offers more music and non-music services than is available via traditional


30 radio. XM and Sirius both overcame substantial obstacles in order to obtain licenses from
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the FCC. In 1990, Sirius first approached the FCC regarding the possibility of allocating


satellite spectrum for a satellite-based radio service. The services (or their corporate


predecessors) applied to the FCC for licenses in 1992. It wasn’t until 1997 that XM and


Sirius were awarded the licenses.9° Chief among the obstacles confronted by XM and


Sirius in seeking the licenses was the persistent objections by what I have understood to


be one of the most powerful lobbying organizations in the country, the National


Association of Broadcasters whose members include commercial over-the-air radio


stations. As the above discussion suggests, there has been no effort by the recording


companies to assist either the initial acquisition of the licenses or in the development of a


mobile satellite radio service.


The key contrast with the contributions of Music Choice and other PSS to


opening new markets is the development of the mobile satellite radio service. The PSS


introduced cable operators and their subscribers to a new way of receiving in-home music


without commercials. XM and Sirius went substantially beyond the efforts of the PSS


by providing an end-to-end mobile service. This effort, unlike the efforts of the PSS,


required the development of complex technology required to support that service. In


addition, XM and Sirius both offer subscribers more channels of music and more music


diversity than the PSS, providing an increased opportunity for subscriber exposure to new


artists and different music genres. This discussion suggests that the contribution of XM


and Sirius to opening new markets is more substantial than that of the PSS, particularly in


light of the required new technology development by XM and Sirius. Indeed, while XM


and Sirius appear several times in one compilation of a list of important events in radio


history, Music Choice does not appear at all.91


Co Evaluating the potential for a SRPR rate that could prove disruptive to
the satellite radio business


Under Section 801(b), the statute requires that the chosen SRPR rate "minimize


any disruptive impact on the structure of the industries involved and on generally


prevailing industry practices." XM and Sirius clearly have not turned the corner on the


90 See FCC News Report No. 1N 97-4, "FCC Announces Plan for Satellite DARS," at


http://www, fcc.gov/Bureaus/International!News Releases/1997/nrin7004.txt.
91 See http://beradio.com/features/radio_toda~ radio history/.
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1 profitability of their service. As shown in Exhibit 23, XM lost $667 million last year,


2 while Sirius lost $863 million. The cumulative losses to date for each company are well


3 over $3 billion. Indeed, analyst reports suggest that it will take several years before XM


4 and Sirius have positive net income. These projections rely on the assumption that both


5 companies will at least double the number of subscribers over that time frame; if these


6 additional subscribers do not materialize, then the companies will not turn a profit.92


7 And of course even if things play out according to the projections, total accumulated


8 losses will have risen by another billion dollars or more by the time these companies


9 reach the break even point.93 This suggests that for some time to come, both XM and


10 Sirius will remain financially fragile. That fragility is underscored by the sea of


11 competition faced by Sirius and XM. Most obviously, every vehicle produced (as far as


12 I know) has as standard equipment an AM-FM radio by which consumers can listen to


13 music and talk "channels." As noted earlier, in the five largest radio markets, free over-


14 the-air radio provides listeners on average with 43 music channels and 74 channels in all.


15 (See Exhibit 18.)


16 Because terrestrial radio pays no SRPR fee for its over-the-air service, that tilts


17 the competition towards terrestrial radio. When considering adding more music to their


18 services, terrestrial radio, XM and Sirius will consider the costs and benefits of adding


19 that music. But in performing that calculus, over-the-air radio will not account for a


20 SRPR fee that it does not have to pay, and thus has a greater incentive at the margin to


21 play more music.


22 In the near term, the competition provided by terrestrial radio to XM and Sirius is


23 likely to become more intense as radio goes digital. One website notes that as a result,


24 radio will offer more genres of music, more non-music programming, real-time traffic


25 reports and stock prices, and real-time song, singer, and album identification. The site


26 notes that these services will be provided "free of charge like radio should be" (emphasis


27 in the original) and with "no subscription costs, no plans, and no monthly bills.’’94


28 Moreover, competition with over-the-air radio may be becoming more intense in


29 other dimensions as well. I understand that some large group owners of radio stations


92 See "Satellite Radio Outlook," op. cit., pp. 5-15.
93 See "Satellite Radio Outlook," op. cit., p 15.
94See http://www.hdradio.com/what is hd digital radio.php.
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have begun reducing the number of commercials on air or to make those commercials


less intrusive.95


In addition, XM and Sirius are not likely to be less financially fragile than Music


Choice. Indeed, the financial stake in success or failure is much greater for XM and


Sirius than for Music Choice. In 2005, the revenues of Music Choice were only 0.9% of


the total operating expenses of XM and 1.0% of the total operating expenses of Sirius.96


These circumstances suggest that the established SRPR should be set towards the


lower end of the range. In considering where to set that rate, an economist would also


consider the asymmetric effect of making a mistake in setting the SRPR rate. If the rate


is set too low, the recording companies will not exit the industry nor will there be any


measurable effect on the companies’ incentives to create new sound recordings. If the


rate is mistakenly set too high, XM and Sirius will likely confront a substantial increase


in financial risk which in turn will result in a curtailment of their services offered and a


reduction in their ongoing investments in innovation.


d. Providing a fair return to both the copyright owner and copyright user
under existing economic conditions


17 A rate towards the lower end of the range described above satisfies the statutory


18 requirement that the rate be fair to both the copyright owner and copyright user. First,


19 the Music Choice benchmark used here is a negotiated rate and so must be viewed by


20 both parties as "fair" in light of all of the statutory standards. The rate is "fair" to the


21 copyright owner precisely because it is based on that benchmark and is consistent with


22 the music works rates that are market-driven. That rate (or a rate towards the lower end of


23 the range) will also permit satellite radio to remain competitive with the numerous


24 competitive alternatives to satellite radio.


25 Similarly, the rate "fairly" compensates the copyright holder for the use of the


26 SRPR by XM and Sirius. Indeed, to the extent that satellite radio acquires its subscribers


27 because it attracts them from over-the-air radio, the holders of the SRPR will clearly


95 See "Fewer commercials on the horizon?" CNNMoney.com, August 15, 2005; "Satellite option forces


traditional radio to alter format" Newsday, December t 1, 2005.
96 Music Choice earned $10.3 million in fiscal 2005. See Hoover’s Company Record - Basic Record,


Music Choice, 8.22.06; 2005 Form 10-K, XM Satellite Radio Holdings Inc., p. 35; 2005 Form 10-K, Sirius
Satellite Radio Inc., p. F-4.
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benefit. Subscribers are being diverted from a medium (over-the-air radio) that has no


obligation to compensate performers and SRPR holders to one that does (satellite radio).


3


4


XII Conclusion


Based on the foregoing analysis, I conclude that a reasonable range for the SRPR


5 fee to be paid by XM and Sirius should be between 0.88% and 2.35%. This rate range is


6 based on rates paid by analogous services or for analogous rights. Consideration of the


7 801(b) factors leads me to the conclusion that the rate should be set at the lower end of


8 the range. I understand that XM and Sirius are proposing a rate of 0.88% and such a rate


9 would be consistent with the analysis I have conducted.


10 Given the data available, there are a number of reasons to regard this estimated


11 range as generally conservative. First, I have not accounted for the value to subscribers


12 of the enhancements that each service creates for its music channels. Thus, some of the


13 payments to SoundExchange will be excessive in that they reflect the subscriber value of


14 the enhancements rather than the value of the underlying music. This means that


15 programming adjustments based on listenership and subscriber cancellation rates may


16 overstate the value of the underlying sound recording performances on the music


17 channels. In particular, the listenership adjustment counts all music listening without


18 counting the effect of the music programming enhancements on music listening. Thus, I


19 may be giving credit to the sound recording performance that in fact is attributable to the


20 programming enhancements. While the attachment index based on cancellation rates


21 may be a better indicator than listenership of the value that consumers place on music and


22 non-music programming, those subscribers who indicate that they are prepared to cancel


23 the Sirius service if a favored music channel is pulled from the Sirius lineup may be


24 doing so at least in part because of the music channel enhancements. This index, then,


25 may also overstate the significance of the sound recording performance for rate-making


26 purposes.


27 Second, in tallying the costs of the end-to-end level, I have not accounted for the


28 cost of equity capital acquired by both services. Given the substantial inherent riskiness


29 of the two services, as indicated by their cumulative losses, this is a significant omission


30 and likely results in a substantial overstatement of the hand-offprovider costs relative to
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the end-to-end costs. Nor have I accounted for the cumulative losses that the two


services have already incurred.


Third, the PRO rates likely overstate the "true" upper bound of the range of


reasonable rates. Those rates may be excessive because of the incentive of the PROs to


harden their bargaining stance in light of the possible precedental value of the rates. In


addition, I have not accounted for the fact that pre-1972 sound recordings, live


performances, and archival performances are not subject to the SRPR while all musical


works performances result in payments to the PROs. That failure results in an


overstatement of the upper bound. Moreover, the sound recording performance license is


more restrictive than the musical works license because of the sound recording


performance complement. Thus, other things equal, the PRO fight would be more


valuable than the sound recording performance fight.


Fourth, neither the PRO upper bound rate nor the rates that derive from my use of


the PSS rate as a benchmark reflect the 801 (b) factors. I have concluded that the


application of the factors to XM and Sirius would result in a rate towards the lower bound


of the range. But I have not suggested that those factors should be lower than that lower


bound even though had I been able to quantify those factors, that might well be the case.


I have recommended the lower end of the range because as a general matter, XM and


Sirius appear to outperform the recording labels and the PSS with respect to these factors.


As one obvious example, the importance of airplay could lead competing record labels to


pay compensation to the services to encourage sound recording performances, not the


reverse.


It is certainly possible that there are reasons why my estimates understate the


"true" SRPR rate. For example, it’s possible that the amortization schedules for the up-


front content payments by XM and Sirius are excessive, but I have no reason to believe


that that would be the case. It’s also possible that a refined study would better reveal


subscriber valuation of the music and non-music programming, and in particular reveal


that I have overstated the importance of non-music programming. But based on my


analysis here, I have no reason to believe that such a study would contradict my


conclusions and in fact could indicate a greater significance to non-music programming


than I have assumed. As a final example, it is possible that I have understated the
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likelihood that listening to satellite radio displaces CD and download sales, but that too


seems unlikely based on my previous discussion.


In short, while there are certainly assumptions embedded within my analysis that


could result in an understatement of the rate, I conclude on balance that given the data


available, my approach more likely than not overstates that rate.
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1 Appendix


2 This Appendix describes the particular line items in the data provided to me by XM and


3 by Sirius, and their categorization as hand-offprovider costs and subscriber distribution


4 and acquisition costs. Sirius and XM each reviewed the categorization of these various


5 line items.


6 Assignment of XM Costs97


Cost of merchandise and equipment includes the costs of radios and


accessories--including hardware manufacturing subsidies and related


fulfillment costs--associated with the direct sale of merchandise through XM’s


online store, XM-owned kiosks, and other direct sales programs. I categorize


these costs as subscriber distribution and acquisition costs because a hand-off


provider would not incur the costs (or accrue revenues) associated with the sale


of radios to subscribers (since it is a cost associated with the distribution of the


service to subscribers).


Innovation center royalties are royalties paid to radio technology providers


that are associated with technology royalty payments for the manufacturing of


XM’s radios and a technology agreement for satellite transmission. The


manufacturing royalties also include payments for licensing the audio


compression technology used by XM. I categorize these as hand-off provider


costs because a hand-off provider version of the XM service would likely


license audio compression technology, although in the case of a hand-off


provider the royalty payments for this technology would not be based on the


manufacture of radios as they are here. I also note that the audio compression


costs incurred by XM may well overstate the costs that would be incurred by a


hand-off provider because XM’s broadcasts use less bandwidth than would be


available on a commercial satellite. I categorize payments for the technology


agreement for satellite transmission as subscriber distribution and acquisition


97 The description of these line items may be found in XM’s 2005 10-K, pp. 38-42.
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costs because they are related to XM’s operation of a proprietary satellite


constellation.


Distribution channel revenue share payments comprise revenue share


payments associated with XM’s distribution partners, such as Best Buy, Circuit


City, Toyota, and General Motors. As an example of revenue-share payments


by XM, when a subscriber activates an XM radio sold at Circuit City, Circuit


City receives some of the ongoing subscription revenue paid to XM by that


subscriber. I categorize these costs as subscriber distribution and acquisition


costs because they are costs incurred by XM associated with the distribution of


its radio hardware to subscribers, which a hand-offprovider would not incur.


Content provider revenue share payments include advertising revenue


generated on third-party channels carried by XM, revenue-share payments


made to third-party content providers (primarily for non-music programming),


and revenue share payments for premium data services offered by XM, such as


XM Satellite Weather and XM NavTraffic. I categorize the revenue-share


payments for third-party advertising and content providers as hand-off provider


costs because they are costs associated with XM’s programming, which a hand-


offprovider version of XM would also incur. I exclude the revenue share


payments for the premium data service because they are costs associated with


XM that are not part of the standard radio service offered by XM.


Performance rights royalties include royalty payments to composers, artists,


and copyright owners for public performances of their works broadcast on XM,


which include royalty payments to ASCAP, BMI, SESAC, and SoundExchange


for music broadcast on XM’s SDARS service. I exclude royalty payments for


XM’s non-SSDARS services, such as XM’s Internet streaming audio service,


music programming provided to DirecTV, music programming provided to


United Airlines, and music provided to commercial establishments. It is my


understanding that some of XM’s payments to the BMI and SESAC may be


based on interim rates or rates set under agreements that will soon expire. As


such, I replace XM’s actual payments to BMI with payments estimated by
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applying a rate of 1.11% to XM’s actual revenues.98 XM’s payments to


SESAC are estimated by multiplying the estimated payments to ASCAP and


BMI by 6%. I have imputed the fee for the sound recording copyright owners


for the hand-offprovider version of XM, assuming that that service would pay


7.25% of its gross revenues to SoundExchange.99


Advertising sales expense are expenses related to supporting XM’s efforts to


sell advertising on its various audio channels. The costs include the salary and


benefits and costs associated with XM’s advertising sales staff, XM’s


marketing budget for potential advertisers, and bad debt expense related to


advertisers on XM. These costs are categorized as hand-offprovider costs


because a hand-off provider would also have to incur the costs of selling


advertising on its service.


Customer care and billing operations are costs related to XM’s customer care


functions. I categorize XM’s call center expenses, billing expenses, and


customer care and billing operations and marketing expenses (marketing


directed towards XM’s call center representatives, such as promotions or


discounted radios so that the representatives develop a better sense of the XM


service) as subscriber distribution and acquisition costs because a hand-off


provider would not incur the costs associated with providing customer care and


billing to the subscribers of its service. The salary, benefits, and travel


expenses for XM personnel and consultants hired by XM to manage customer


care and billing operations are categorized as allocated because a hand-off


provider would incur some costs associated with customer care and billing.


However, the allocation of these costs is likely to substantially overstate the


customer care and billing costs for a hand-off provider because it would have


98 It is my understanding that XM and ASCAP currently have negotiated a rate equivalent to 1.11% of


XM’s revenues. I assume that XM’s payments to BMI would be identical to its payments to ASCAP.
99 In the baseline case, XM’s estimated payments to SoundExchange are equal to the ratio of hand-off


provider costs to end-to-end costs, multiplied by XM’s actual revenue. The estimated payment to
SoundExchange is also a component of the hand-off and end-to-end costs, which means that the estimated
payment to SoundExchange can be determined by rearranging this equation and solving for the payment to
SoundExchange.
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significantly fewer customers (i.e., third-party distributors) than XM has direct


subscribers. (In the case of the PSS, for example, their customers are a handful


of satellite and cable providers; Sirius and XM have more than eleven million


subscribers combined.)


IT Front Office costs are internal information technology costs associated with


XM’s customer care functions. These front office costs include the salary,


benefits, and travel expenses for XM personnel and consultants hired by XM to


manage the customer care or subscriber management systems. I categorize


these costs as subscriber distribution and acquisition costs because, as I


described above, a hand-off provider would not incur the costs (including


information technology costs) associated with providing customer care and


billing to the subscribers of its service. To the extent that a hand-off provider


would incur some information technology costs associated with customer care


of third-party distributors, I understand that those costs would likely be


minimal.


Satellite and terrestrial includes operating costs (but not depreciation


expenses) related to telemetry, tracking and control of XM’s three satellites (the


fourth satellite is scheduled to be launched later this year); in-orbit satellite


insurance and incentive payments to the satellite manufacturers; satellite uplink;


and the operating costs associated with XM’s terrestrial repeater network (for


example, power, maintenance, and operating lease payments).


As generally discussed above, these are expenses incurred by XM to provide a


mobile service to their subscribers. Because XM’s expenses associated with


operating a fleet of proprietary satellites exceed what a hand-off provider


would pay to lease bandwidth to broadcast its programming on a commercial


satellite, I replace XM’s satellite operating expense with an estimate of these


costs. The estimate of the hand-offprovider’s satellite lease costs is included


as a hand-off provider cost, while the difference between XM’s actual satellite


operating expenditures and the estimated hand-off provider satellite cost is


included as a subscriber distribution and acquisition cost. I estimate the hand-
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off provider satellite lease costs using data on what Sirius pays to transmit its


programming over a commercial satellite to its network of terrestrial


repeaters.100


I categorize XM’s satellite and terrestrial research and development costs as


subscriber distribution and acquisition cost because this category consists of


satellite incentive payments made by XM to Boeing (which a hand-off provider


that leased bandwidth on a commercial satellite would not incur). The


operating costs of the terrestrial repeater network are also categorized as


subscriber distribution and acquisition costs because a hand-off provider would


not need to operate a network of terrestrial repeaters, which are necessary only


to inject the service with mobility. Finally, the satellite and terrestrial general


and administrative costs are treated as subscriber distribution and acquisition


costs because they include the salary, benefits, and travel expenses of XM


persomael responsible for XM’s infrastructure beyond the satellite uplink,


which a hand-off provider would not incur (the service offered by the hand-off


provider would end at the satellite uplink). Satellite and terrestrial costs


related to XM’s Canadian affiliate are excluded.


Broadcast and operations includes costs associated with the management and


maintenance of broadcast facilities and systems (hardware and software), as


well as production costs and performance studios used in the creation and


distribution of both XM-original and third-party content. These costs also


include broadcast and operations costs associated with XM programming


distributed via platforms other than satellite radio, including XM Radio Online


and XM programming distributed to DirecTV subscribers, and the cost of XM’s


advertising scheduling and insertion functions. ! categorize these as hand-off


provider costs because a hand-off provider offering an XM-type service would


also incur broadcast and operations expense associated with the production of


the programming it uplinks to the third-party responsible for the distribution of


100 I understand that because Sirius satellites are in an elliptical orbit, it leases space on a commercial


geostationary satellite to feed its signal to terrestrial repeaters, whose antennas cannot track Sirius’ own
geosynchronous satellites.
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the programming to subscribers. However, the categorization of broadcast and


operations expense as hand-off provider costs may be an overstatement because


broadcast and operations costs include expenses associated with programming


delivered to DirecTV, XM Radio Online and AOL, and United Airlines, which


a hand-offprovider would not incur in the context of service ultimately sold to


individuals.


Information technology back office costs include operating expenses for


information technology systems that are not related to subscriber management


system, such as XM’s financial management system and human resources


systems. These costs were allocated.


Information technology infrastructure expenses include the costs of


operating XM’s information technology physical plant, servers, and computer


hardware. These expenses include costs associated with XM personnel


managing hardware for other departments, such as customer care and billing


operations (for example, the costs of maintaining the computer servers used by


the customer care and billing department are included in this line item, although


the expense associated with the billing software running on those servers is


reported in customer care and billing costs). These costs were allocated.


Corporate information technology expenses include the costs associated with


XM’s computer help desk, mobile telephones and BlackBerries, and software


for computers used by XM personnel. A hand-offprovider would incur some


of these costs, although the hand-off provider-equivalent costs would be


substantially lower than XM’s actual costs because the hand-off provider would


lack the subscriber distribution and acquisition functions of XM (for example,


the infrastructure costs associated with the servers used for customer care and


billing). Nonetheless, I categorize these costs as allocated.


Administrative groups (facilities) costs include the expenses associated with


the maintenance, repairs, and upkeep of all XM locations, including the salaries


and benefits associated with XM’s maintenance employees. These costs also


include property tax paid by XM. I categorize these expenses as allocated
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because the facilities costs include maintenance expenses associated both with


XM’s facilities for its strictly end-to-end services, including XM’s satellite


operations, customer care and billing, sales and marketing, and research and


development facilities, and with XM’s facilities for its hand-offprovider


services, such as broadcast and operations and programming and content.


Programming and content expenses include the creative, production, and


licensing costs associated with XM’s original and third-party content. It


includes both the cost of programming staff(programming directors,


administrative staff, programming staff for XM-produced talk stations, readers


for XM’s traffic channels, and so on), on-air talent, and fixed payments for


third-party content. These last two categories include expenses associated with


music and non-music talent (for example, Bob Dylan and Bob Edwards,


respectively) and payments to Major League Baseball, the National Hockey


League, Oprah Winfrey, Fox News, and so on. I categorize these as hand-off


provider costs because a hand-off provider would be solely responsible for the


costs associated with the creation of its programming and content.


Research and development costs include expenses associated with XM’s in-


house Innovation Center and certain engineering payments made to XM’s


automobile, electronics, and technology partners. XM’s Innovation Center


develops new applications (for example, the XM NavTraffic application, which


integrates traffic data delivered by XM satellites with automobile navigation


systems) and hardware devices. Research and development costs for XM also


include expenses associated with assistance provided to automobile


manufacturers with the installation and design of factory-installed XM radios


(sometimes referred to as non-recurring engineering expenses), chipset


development, and improvement of XM’s audio compression technology. I


categorize research and development costs as subscriber distribution and


acquisition costs because they are incurred almost exclusively as a result of


XM’s direct-to-subscriber functions (for example, the design of radios) or


development of new applications (for example, NavTraffic), neither of which
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Research and development related


General and administrative costs include management’s salaries and benefits,


professional fees, general business insurance, as well as other corporate


expenses (for example, recruiting and relocation fees, outside legal fees, and


public company expenses). These costs include expenses associated with


XM’s human resources, finance, and legal and regulatory departments. My


understanding is that XM’s general and administrative costs are predominantly


determined by personnel costs and infrastructure expenses needed to support


the growing subscriber base. I categorize general and administrative expenses


as allocated because a hand-off provider would incur similar costs, albeit on a


significantly smaller scale than XM (reflecting the hand-offprovider’s lower


subscriber responsibility relative to that of an end-to-end service).


Retention and support costs are administrative and overhead costs associated


with XM’s sales and marketing departments; these costs consist primarily of the


salaries and benefits of sales and marketing personnel and related overhead


expenses. I categorize these costs as allocated, although this allocation may


overstate the extent to which a hand-off provider would incur costs of


marketing its programming and content. Whereas an end-to-end provider like


XM requires significant sales and marketing departments to attract individual


subscribers, a hand-off provider would incur marketing expense only to the


extent required to market its programming to the third parties responsible for


distributing the programming to subscribers. For example, XM’s sales and


marketing expenses include marketing to potential subscribers, automotive


partners, large retail distributors (which have more that 10,000 retail outlets),


and small retail distributors. In contrast, a hand-offprovider of an XM and


Sirius type of service would only market to a handful of third-party distributors.


Subsidies and distribution costs include subsidies paid by XM to support the


manufacturing of radios, commissions to retail and automobile manufacturers


for the sale and activation of radios, and certain other promotional costs.
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Distribution commissions and loyalty payments consist of one-time payments


made by XM to retail stores and automobile manufacturers related to the sale of


XM radios or automobiles with factory-installed XM radios. Aflermarket


subsidies include payments made by XM to retail radio manufacturers that are


intended to reduce the retail price of radio hardware. Promotional expenses


include costs associated with mail-in rebates and price discounts for XM radio


hardware. These subsidy and distribution costs are primarily determined by


the volume of XM-equipped automobiles sold, sales and activation of radios


through retail stores, and XM’s promotional activities.lm ! categorize these


subsidy and distribution costs as subscriber distribution and acquisition costs


because they are costs associated with the sale of hardware capable of receiving


XM programming. These costs would be incurred by the third party


distributing the hand-off provider’s programming, but not by the hand-off


provider itself.


Advertising and marketing expenses include four broad categories of costs:


aftermarket, automobile, media, and other costs. Aflermarket costs include the


costs of signage and displays in retail stores such as Best Buy and Circuit City,


as well as the cost of advertising in store circulars. Automobile-related costs


are advertising costs intended to promote activation of radios in XM-equipped


automobiles. These costs also include automobile dealer training expenses for


factory- or dealer-installed XM radios. Media costs include expenses


associated with XM advertising on television, in magazine and newspapers,


commercial production costs, and agency fees. Finally, other advertising and


marketing costs include racing sponsorships with XM’s automotive partners


such as General Motors and Honda, marketing with sports partners such as


MLB or the NHL, event or public relations marketing, trade shows, customer


communications, market research, and corporate website expenses. To the


extent that a hand-off provider would incur some advertising and marketing


~0~ This category does not include the distribution channel revenue share payments discussed above, which


are ongoing payments (based on subscription revenue) made by XM to retail stores and automobile
manufacturers.
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costs associated with marketing its programming to third-party distributors, I


assume that cost is included in the hand-offprovider-equivalent portion of the


retention and support costs (discussed previously). Accordingly, and because


XM’s advertising and marketing costs are directed towards potential


subscribers, I categorize these costs as subscriber distribution and acquisition


costs.


Amortization of GM liability are costs associated with guaranteed payments


made by XM to GM as part of the agreement between XM and GM to offer


factory-installed XM radios in certain GM models. Because this cost is


associated with acquiring subscribers to XM’s service by offering XM-


subsidized radios in GM automobiles, I categorize it as a subscriber distribution


and acquisition cost.


Depreciation and amortization include costs associated with nineteen line


items that I discuss in turn below. Broadcast facilities depreciation and


programming-related depreciation (for equipment purchased to manage XM’s


programming) are categorized as hand-off provider costs for reasons similar to


those described in my previous discussion of XM’s broadcast and operations


and programming and content operating expenses (respectively). I also


categorize the amortization of general goodwill as a hand-off provider cost.


System development depreciation (capitalized professional services and labor,


mostly related to XM’s information technology systems) is allocated for


reasons similar to those described in my previous discussion of XM’s


information technology operating expenses. I categorize the costs associated


with the depreciation of XM’s satellite system and spacecraft control facilities


as subscriber distribution and acquisition costs because, as I described above in


the discussion of XM’s satellite and terrestrial operating expenses, I have


assumed for the purpose of this calculation that the hand-offprovider would


lease bandwidth on a commercial satellite. Accordingly, a hand-offprovider


would incur none of the depreciation costs associated with constructing a fleet


of proprietary satellites. Depreciation costs for XM’s network of terrestrial
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repeaters are also categorized as subscriber distribution and acquisition for


reasons outlined in my description of XM’s terrestrial repeater operating


expenses; depreciation costs for research and development test equipment


(primarily hardware used by the Innovation Center) are categorized as


subscriber distribution and acquisition costs for reasons outlined in my


description of XM’s research and development expenses. Receiver agreement


amortization costs are treated as subscriber distribution and acquisition costs.l°2


The remaining depreciation and amortization costs are related to XM’s


buildings, leased property, furniture and fixtures, computer hardware, computer


software, office equipment, leased equipment, automobiles, and leasehold


improvements. I allocate these costs because a hand-off provider would incur


many of the same costs (for facilities, for example).


Other income and expense includes interest income, interest expense, other


income or expense, and equity in the net losses (or income) of XM’s affiliates.


I allocate XM’s interest income and interest expense because a hand-off


provider may incur some interest expense (for financing the construction of its


broadcast studios, for example) but to a lesser degree than XM as an end-to-end


service. Instead of allocating these costs by the ratio of hand-off provider to


end-to-end costs across all assignable cost line items, I allocate them according


to the ratio of hand-off provider depreciation expenses to end-to-end


depreciation expenses. These interest expenses were incurred by XM


primarily as a result of its capital investments, and so the hand-off provider


portion of these costs is likely best reflected by XM’s depreciation schedule.


Other income or expense includes net costs associated with XM’s financing


activities (for example, debt conversion expense) and is allocated. I exclude


XM’s equity in the net losses of its affiliates.


~02 XM also has a line item called "license amortization cost" but it is zero in 2005 and 2006.
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Assignment of Sirius’ Costs1°3


Satellite and transmission expenses include the operating costs associated


with the operation and maintenance of Sirius’ satellite telemetry, tracking and


control system, terrestrial repeater network, satellite uplink facility, and


broadcast studios. (In previous years, in-orbit satellite insurance had also been


included in satellite and transmission costs, but Sirius has discontinued this


policy.) As with XM, because Sirius’ expenses associated with operating a


fleet of proprietary satellites exceed what a hand-off provider would pay to


lease bandwidth to broadcast its programming on a commercial satellite, I do


not include Sirius’ satellite operating expenses as a hand-off provider cost.


Instead, I understand that the uplink line item in Sirius’ satellite and


transmission costs includes commercial satellite lease expenses incurred by


Sirius to broadcast its programming and content to its network of terrestrial


repeaters. These costs are similar to what I understand a hand-off provider


would pay to broadcast its programming and content over a commercial


satellite for distribution to third parties using audio compression comparable to


that of Sirius. I categorize the uplink line item as a hand-off provider cost to


reflect the uplink costs that a hand-off provider would have to incur to deliver


the service to a third-party distributor.


I categorize the satellite line item as subscriber distribution and acquisition cost


because it represents additional costs (above the lease payments included in the


uplink line item) incurred by Sirius in connection with the distribution of its


signal to subscribers, which a hand-offprovider would not incur)°4 I


categorize broadcast engineering costs as hand-off provider costs because a


hand-off provider would also incur broadcast engineering operating costs


associated with the production of its programming and content of its audio


package.


103 The description of these line items may be found in Sirius’ 2005 10-K, pp. 28-29.


104 In 2006, Sirius reported satellite expenses that included a $t0.917 million loss on the disposal of


satellite parts. I excluded this amount from the strictly end-to-end costs because I was told by Sirius that it
was a non-recurring operating expense.
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The telecommunications transmission line item includes the cost of


transmitting Sirius’ programming and content from its New York studios to its


satellite uplink in New Jersey, as well as the costs of transmitting Sirius-


original programming produced outside of its New York studios to its satellite


uplink. A hand-off provider would also incur the costs associated with


transmission of its programming to its satellite uplink, so I categorize these as


hand-off provider costs. I categorize the operating costs associated with


Sirius’ network of terrestrial repeaters as subscriber distribution and acquisition


costs because a hand-off provider would not need to operate a network of


terrestrial repeaters, which are necessary only to inject Sirius’ service with


mobility. Finally, the royalties line item includes technology royalty payments


to third-parties, which I categorize as hand-off provider costs.


Programming and content expenses include costs to acquire, create and


produce content, on-air talent costs, and broadcast royalties. In addition to


Sirius-original programming and content, Sirius has agreements with third


parties for music and non-music programming, which require Sirius to pay


license fees, share advertising revenue, and make guaranteed payments to those


third parties]°5 Sirius has provided programming and content expense


separately for music programming, talk and sports programming, music-related


royalty payments (to SoundExchange, ASCAP, BMI, and SESAC), non-


SDARS programming expense, and other programming and content expense.


Talk and sports programming and content expenses reported in the first half of


2006 include approximately $39.9 million associated with Howard Stem’s


Sirius broadcasts, costs that were not incurred in 2005. To put the Sirius


financials for 2005 on an equivalent basis (and recognizing that Sirius will


incur these Stem-related operating expenses going forward), I add $79.8


million to the 2005 talk and sports programming and content operating


expenses. I categorize music and sports and talk programming expenses as


~05 Certain of these third-party programming and content deals also require Sirius to purchase advertising


on media properties owned or controlled by the third-party, the costs of which are recorded as a sales and
marketing expense.
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hand-offprovider costs because a hand-offprovider would be solely


responsible for the costs associated with the creation of its programming and


content.


The SoundExchange, ASCAP, BMI, and SESAC line items include royalty


payments to composers, artists, and copyright owners for public performance


of their works broadcast on Sirius satellite radio. I categorize these payments


as hand-offprovider costs because a hand-off provider would also incur costs


associated with music performance rights. As with XM’s payments to


SoundExchange, I replace Sirius’ actual payments to SoundExchange with an


estimate of these payments based on my analysis of hand-offprovider and end-


to-end costs as discussed previously.


It is my understanding that some of Sirius’ payments to ASCAP, BMI, and


SESAC may be based on interim rates or rates set under agreements that will


soon expire. As such, I replace Sirius’ actual payments to ASCAP and BMI


each with payments estimated by applying a rate of 1.11% to Sirius’ actual


revenues, the going-forward ASCAP rate with XM.1°6 Sirius’ payments to


SESAC are estimated by multiplying the estimated payments to ASCAP and


BMI by 6%. I exclude non-SDARS programming expense (e.g., the


distribution of their service to Sprint), and I categorize other programming and


content costs as ones that would be incurred by a hand-off provider offering the


Sirius package of services.


Customer service and billing expenses include costs associated with the


operation of Sirius’ customer service centers, credit card transaction fees, and


subscriber management system. Sirius has reported customer service and


billing expenses separately for its subscriber management system operating


expenses, other subscriber management systems related information technology


costs, and non-subscriber management related costs. In 2006, approximately


106 It is my understanding that XM and ASCAP negotiated a rate equivalent to 1.11% of XM’s revenues,


and so I assume that Sirius and ASCAP would come to a similar agreement (although this may overstate
the final rate between Sirius and ASCAP for reasons discussed elsewhere). I further assume that Sirius’
payments to BMI would be identical to its payments to ASCAP.
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two million dollars of expenses related to Sirius’ subscriber management


system were reported in general and administrative expenses; to maintain


comparability with 2005, I subtracted two million dollars from Sirius’ 2006


general and administrative expenses and added the two million dollars to the


subscriber management systems operating expense line item. ! categorize


Sirius’ customer service and billing expenses as subscriber distribution and


acquisition costs because these costs are incurred as a result of Sirius’


relationships with more than 5 million subscribers. Although I recognize that a


hand-off provider would also incur some customer service and billing costs


associated with its third-party distributors, allocating Sirius’ customer service


and billing costs by the ratio of assignable hand-off provider costs to assignable


end-to-end costs would likely substantially overstate the customer service and


billing costs of a hand-off provider.


Cost of equipment includes costs for Sirius radios and accessories sold through


Sirius’ direct to consumer distribution channel, such as sales through Sirius’


website. I categorize these costs as subscriber distribution and acquisition


costs because a hand-off provider would not incur the costs (or accrue


revenues) associated with the sale of radios to subscribers (since it is a cost


associated with the distribution of the service to subscribers).


Sales and marketing expenses include advertising, media and production


costs, and distribution costs. Advertising, media and production costs primarily


include the costs of promotional events, sponsorships, media, advertising,


production, and market research. Distribution costs primarily include the costs


of residuals (monthly fees paid to retail stores based on the number of


subscribers using a Sirius radio purchased from the retail store), market


development funds (payments to reimburse retail stores and radio


manufacturers for the cost of advertising and marketing), revenue share


payments, and in-store merchandising. Although the majority of these


advertising and marketing costs are directed towards potential subscribers (so


that a hand-off provider would not incur similar costs), I recognize that a hand-
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off provider would incur some expenses associated with marketing its service to


third-party distributors. David Frear, the CFO of Sirius, has estimated that the


hand-off provider portion of sales and marketing for the sale of an audio


package like that of Sirius would be less than $5 million annually, and so I


allocate $5 million of Sirius’ sales and marketing costs as hand-off provider


costs and the remainder as subscriber distribution and acquisition costs.


Subscriber acquisition costs include hardware subsidies paid to radio


manufacturers, distributors and automobile manufacturers (including subsidies


paid to manufacturers that include a Sirius radio and a prepaid subscription in


the price of their automobiles); subsidies paid to chipset manufacturers; and


commissions paid to retailers and automobile manufacturers. These costs do


not include sales and marketing distribution costs discussed above. I


categorize these costs as subscriber distribution and acquisition costs because


they are costs associated with the sale of hardware capable of receiving Sirius


programming (either through the retail or automotive distribution channels),


and so would not be incurred by a hand-off provider.


General and administrative expenses include rent and occupancy costs; the


costs associated with Sirius’ finance, legal, human resources, and investor


relations departments; information technology expenses; and bad debt expense.


I categorize general and administrative expenses as allocated because a hand-


off provider would incur similar costs, albeit on a smaller scale than the Sirius


end-to-end service (reflecting the hand-offprovider’s reduced operations


relative to Sirius).


Engineering, design and development expenses include costs to develop


Sirius’ radio chipsets and new hardware devices (for example, the Sirius


Stiletto 100 portable radio). These expenses also include costs associated with


assistance provided to automobile manufacturers with the incorporation of


Sirius radio (non-recurring engineering expenses). I categorize engineering,


design, and development costs as subscriber distribution and acquisition costs
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because they appear to be incurred as a result of Sirius’ direct-to-subscriber


functions, which would not be incurred by a hand-off provider.


Depreciation costs for Sirius include depreciation associated with Sirius’


satellites and launch vehicles, network of terrestrial repeaters, customer care


and billing infrastructure, broadcast studios, leasehold improvements, and other


depreciation costs. I categorize the satellite and launch vehicle depreciation


cost as strictly end-to-end because, as I described above in the discussion of


Sirius’ satellite operating expenses, I have assumed for the purpose of this


calculation that the hand-offprovider would lease bandwidth on a commercial


satellite. Accordingly, a hand-offprovider would incur none of the


depreciation costs associated with constructing or launching a fleet of


proprietary satellites. Depreciation costs for Sirius’ network of terrestrial


repeaters and customer care and billing infrastructure are categorized as


subscriber distribution and acquisition costs for reasons outlined in my


description of Sirius’ terrestrial repeater and customer service and billing


operating expenses, respectively. I categorize depreciation costs for Sirius’


broadcast studios as hand-offprovider costs because a hand-off provider would


also incur depreciation expenses associated with its broadcast studios. I


categorize leasehold improvements and other depreciation costs as allocated.


Equity granted to third parties and employees expense includes the costs


associated with warrants, stock options, restricted stock, restricted stock units,


and other stock-based awards granted to third parties pursuant to programming,


sales and marketing and distribution agreements; employees; members of


Sirius’ board of directors; consultants; and employee benefit plans. Sirius has


divided these expenses into programming related (separately for third-party


music, third-party non-music, and Sirius employees) and non-programming


related (separately for Sirius employees, the board of directors, and other


parties). The third-party non-music expense in the first half of 2006 includes a


one-time charge of $225,843,750 in equity granted to Howard Stem. Although


this equity grant was expensed by Sirius in the first quarter of 2006 in
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accordance with accounting guidelines, this payment was made by Sirius to


cover the duration of Stem’s five year deal with Sirius. To amortize the value


of this payment over the duration of the deal, I allocate one fifth of the expense


to each year between 2006 and 2010. In addition, as with the programming


and content operating costs associated with the Stem channels, I include in


Sirius’ 2005 third-party non-music equity expense one-fifth of the $225.8


million to make the talk and sports programming equity costs in 2005 and 2006


comparable. I categorize all programming-related equity expenses as hand-off


provider costs insofar as these are expenses related to the creation of Sirius’


programming and content. I allocate the non-programming related equity


expense for Sirius employees and the board of directors because a hand-off


provider may incur some of these costs, albeit on a smaller scale than Sirius.


The non-programming related equity expense to other parties is categorized as


subscriber distribution and acquisition costs because it is related to sales and


marketing and distribution agreements.


Total other expense includes interest and investment income and interest


expense. Interest and investment income includes realized gains and losses on


investments, dividends, and interest income. Interest expense includes interest


on outstanding debt and debt conversion costs. These costs are allocated


between hand-off provider and end-to-end costs.
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JOHN R. WOODBURY
Vice President


Ph.D. Economics,
Washington Univerdty ¯


M.A. Economics,
Washington University


¯ B.A. Economics,
College of the Holy Cross


Dr. Woodbury’s principal fields of expertise are industrial organization, regulation, antitrust, law, and
economics. He is an expert in and has published on the economics of antitrust and regulation in
broadcasting, Cable, telecommunications, and other industries.


PRIOR PROFESSIONAL EXPERIENCE


1989-1992 Principa_l, Microeconomi¢ Consulting and Research Associates, Inc.
(formerly Competitive Analysis Group, ICF Consulting Associates)


Responsible for providing antitrust and regulatory advice to clients.


1989 Research Associate, Analysi¢ Group


¯ Responsible for providing antitrust ahd regulatory advice to clients.


1985-1989 Federal Trade Commission


Associate Dirdctor for Spe.cial Projects, Office of the Bureau Director, Bureau of
Economics


¯ Res.ponsible for initiating, conducting, and reviewing economic studies on
Commission and o~her regulatory policies (including telecommunications); draft-
ing speeches for the chairman; and reviewing Bureau participation in Federal
Trade Commission cases;


Assistant Director for Ru, lemak/ng, Division of Poli~ and Evaluation, Bureau’of
Consumer Prote~on


Responsible for managing the Commission’s rulemaking agenda and drafting
recommendations to the Commission from the Bureau director. Rules reviewed
include holder-in-due-course, vocational schools, cooll.ng-off, and funeral rules.


SDARS.Woodbury Ex. 1


:







I
!
I
i
i
I
iO
I
!


I
i
i


Exhibit I (Continued) JOHN R. WOODBURY
Page 2


1983--1985


1982-1983


1979-1982


1978-1979


1977-1978


1975-1977


1974--1975


Deputy Assistant Director, Regulatory Analysis, Bureau of Economics


¯ Responsible for conducting or supervising studies or filings .before regulatory
agencies, including the Federal communications Commission, the International
Trade Commission, and the National Highway Traffic Safety Administration.


Vice President, Department of Research and Policy Analysis, National Cable
Television Association


Responsible for conduct or supervision of studies related to cable television, in-
cluding consumer costs of the franchising process, deregulation of cable pdcas,
effects of copyright fees on consumers, and the extent of competition with cable
television,


Senior Economist, Regulato .W Analysis. Divisioh, Bureau of Economics.., Federal
Trade Commission


¯ Responsible for broadcasting and telecommunications.


Federal Communications Commission


Chief, Economics Division, Common Carder Bureau


¯ Senior economic advisor to Bureau and Commission on common, carder policy.
¯ Directed 25 subordinates in policy analysis..


Industry Economist, Network Inquiry Special Staff


¯ Responsible for the analysis of the program supply industry and the competitive
impact of new broadcast technology.


Assistant Chief, Policy Analysis DMs/on, Brookings Economic Policy Fellow,
assigned to Office of Economic Analysis, Civil Aeronautics Board


¯ Responsible for the development of merger policy, international aviation policy,
and service to small commurdties.


Assistant Professor of Economics ¯State University of New York at Albany


Economist, international Research Department, Federal Reserve Bank of New York


¯ ¯ Responsible for assessing bank-reported capital flows and exchange-rate
movements.


Lecturer, Southern Illinois University, Carbondaie
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EXPERT WITNESSACTIVITIES                                               :


Expertwit~ess in a BMI rate setting proceeding on behalf Of Music Ctioi~e, Second Distdct C0u~t of
New York (expert report, supplemental report, direct case report, data affidavit, deposition
testimony, and trial testimony), November 2003-April 2004.


Expert witness in a conspiracy/monopolization matter on behalf Of IBEW Local No. 3. Export repod
and deposition testimony. October-December 2002.


Expert witness before the Copyright Arbitration Royalty Panel, Direct and rebuttal testimony,
regarding the determination of reasonable license ifees for digital performance right in sound
recordings and ephemeral recordings of music performed on public radio websites, Prepared on
behalf of National Public Radio/Corporation for Public Broadc~.sting. April and October 2001.


Expert witness before the Illinois Commerce Commission, regardir~g the proposed SBC/Ameritech
merger. Prepared on behalf of Sprint Communications Company, L.P. July 1999.


Expert witness before th.e Commonwealth of Virginia State Corporation Commission, regarding the
proposed Bell Atlantic/GTE merger. Prepared on behalf 0f. Spdnt Communications Company, L.P.
March 1999.


Expert witness before the Ohio Public Utilitie~ Commission,’ regardin~ the proposed SBC/Ameritech
merger. Prepared on behalf of Sprint Communications Company, LP. December 1998.


Exped’witness befora the Illinois Commerce commission, regarding the proposed SBC/Amedtech
merger. Prepared on behalf of ~print Communications ComPanY, L.P. October and De~.e.ml~. r
1998.               .


Expert witness to Copyright Arbitration Royalty Panel, Direct a~d Rebuttal Testimony, regarding the
determination of reasonable rates for the digital performance of sound recordings. Prepared on
behalf of Music Choice and DMX. June and July 1997..


Expert witness to Copyright Arbitratior~Royalty Panel, Rebuttal Testimony, regarding’the shares of
r.oyalties due copyright claimants. Prepared on behalf of the Motion Picture Association of America.
March 1996,       :                                          . ~


Expert witness .before the Copyright Royalty Tribunal, rebuttal testimony on the value of distant
signal sports programming. Prepared on behalf of the Motion Picture Assodation of Amedce,
December 1991.


Exped witness preparation in five antitrust investigations, 1988.1992, on behalf Of the FTC..


Expert witness, FT....~C v. _Elders Grain, Preliminary Injunction Proceeding, sixth District Court.
Testimony prepared on behalf of the FTC, June 1988, ¯
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Expert witness before the International Trade Commission and Department of Commerce, imports
of Japanese semiconductors. Testimony prepared on behalf of the FTC, 1986.


Expert witness, Texas International/National/Pan Amedcan Acquisition case and Continental/
Western acquisition case. Testimony prepared on behalf of the Civil Aeronautics Board, 1978-1979.


I~xPed witness, iPCS Wireless Inc. v. Spdnt Comoration, Circuit Court of ..Cook County, Illinois, ~n
¯ behalf of Sp.rint Nextel Corporation, January 2006,


Expert witness, Hor~zonPersonal Communications and Brioht Personal Communications v. Spd.nt
Corporation and Ub.iquiTel Inc. v, Sprint Corporation. Court of Chancery of the State of Delaware In
and For New Castle County. Testimony on behalf of Sprint Nextel Corporatio.n, April-May 2006.


OTHER SELECTED CONSULTING ACTIVITIES


Submitted a report, "In the Matter of implementation of Section 621 (a) of the Cable
Communications Policy Act of 1984 as Amended by the Cable Television Consumer Protection and
Competition Act of 1992, MB Docket No. 05-311." Wth Stanley M. Besen. Tothe Federal
Communications Commission on behalf of the National Cable & Telecommunications Association,
2006.


Submitted a report, "Attachment B to, In re Applications of Nextel Communications, Inc., Transferor, ’
and Spdnt Corporation, Transferee, for Consent to the Transfer of Control of Entities Holding
Commission Licenses and Authorizations Pursuant to Sections 2! 4 and 310 (.d) of the
Communications Act." With Stanley M. Besen and Steven C. Salop. To the Federal
Communications Commission on behalf of Sprint Nextel Corporation, 2005.


Submitted a report, "Economic Analysis of the DOl~s NPRM Proposals--Reply Comments." With
Professor Steven C. Salop. To the Department of Transp, ortation on behalf of Sabre, Inc., 2003.


Submitted a report, "Economic Analysis of DOT’s NPRM Proposals." W~h Professor Steven C.
Saiop. To. the Depart.ment of Transportation on behalf of Sabre, Inc., 2003.


Submitted a report, "Cable Television Subscriber Limits: A Critique,= With Cad Shapiro. To the
Federal Communications Commission on behalf of National Cable and Telecommunications
Association, 2002.


Submitted a report to the Justice Department regarding unilateral effects related to a merger in the
personal care industry, 2001.


Submitted a report to the European Commission on the effect of partial ownership interests in the
luxury goods industry, 2001.                                                "


Submitted a report, "The Incentives of Cable Operators to Carry Multiple ISPs." With Stanley M.
Besen and Patrick J. DeGraba. To the Federal Communications Commission on behalf of The
National Cable Televisio.n Association, 2000.
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Submitted a report on a me.dia merger to the European Commission, 2000..


Submitted a report, "The Staffs Flawed Economic Analysis of Harm from Control Over ’Inactive’
Programs" With Steven C. Salop. To the Federal Communications Commission.on behalf of CBS


¯ Corporation and Viacom, Inc., 2000.


Submitted a report, "AnEconomic Analysis of the Effects of the AT&T.-MediaOne Merger on
Competition in the Supply and Distribution of.~deo Program Services: Response to the Critics."
With Stanley M. Besen and Serge X. Moresl. To the Federal Communications Commission on
behalf of AT&T, 1999.                  ’ ’ ’ ’-


Submitted a report,.’An Economic Analysis of the proposed Bell Atlantic/GTE Merger." With Stanley
M. Besen and Padmanabhan Srinagesh. To the Federal Communications Commissio~ on behalf of
Spdnt Communic.ations Company, L.P., 1998.


Submitted a report, "An Economic Analysis of the proposed SBC/Amedtech Merger." With Stanley
M. Besen and Padmanabhan Srinagesh. To the Federal Communications Commission on behalf of
Spdnt Communications Company, L.P., 1998.


Submitted a report, "An Economic.Analysis of the FCC’s Cable Ownership Restrictions." With
Stanley M. Besen. To the Federal Communications Commission on behalf of Tele-Communications,
Ino,, 1998.


Submitted a report, "Comments on Dertouz~)s and Wildman, ’Programming Acbess and Effectiv~
Competitior~ in Cable Television." With Stanley M. Besen. To the Federai Comm~Jnications
Commission on behalf of Tele-Communications, Inc., 1998.


Submitted a ~eport, "An Economic Analysis of the Effects of Partial Ownership Interests in Cable
Systems." With Stanley M. Besen, Daniel P. O’Brien, and Serge X. Moresi. To the Federal
Communic~ti0ns Commission on behaff of Tele-Communications, Inc., 1998.


Submitted a repod, "A Response to Ameritech~s New Media’s ’Allegations of a PdceSqueeze’ by"
Vertically Integ’rated Cable Operators." With Stanley M. Besen. To the Federal Communications
Commission on behalf of Tele-Commun.ications, Inc., 1998.


Submitted a report, ;A I~urther Analysi~~f the Effects of Cable Diversion, Premium Service Buy
Rates, and Volume Discounts on Pdmestar’s Competitive Incentives: A Response to Dr. Rosston."
With Steven C. Salop, Stanley. M. Besen, and E. Jane Murdoch. To the Federal Communications
Commission on behalf of PRIMESTAR Partners, LP., 1998.


Subrr;itted a report, "An E.conomic Analysis of the Impact of the WorldCom-MCI Merger on the.
Provision of Internet Backbone Services." With Stanley M. Besen and Padmanabhan Srinagesh. To
the Federal Communications Commi.ssion and the European Commission on behalf of Sprint
Corporalion, 1998.
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Submitted a report, "A Compaflson of Primestar’$. Costs with Those of.a Standalone Entrant.." With
Steven C. Salop, Stanley M. Besen, and E. Jane Murdoch. To the Federal Communications
Commission on behalf of PRIMESTAR Partners, L.P., !998.     . ’


Submitted a report, "An Economic Analysis Of Primestar’s competitive Behavior and Incentives:
Reply to the Oppositions." With Steven C. Salop, Stanley M. Besen, and E. Jane Murdoch. To the
Federal Communications Commission on behalf of PRIMESTAR Partners~ LP., 1998.


Submitted arepod, "An Economic Analysis of Primestar’s Competitive Behavior and Incentives.’.
With Steven C. Salop, Stanley M. Besen, and E. Jane Murdoch. To the Federal Communications
Commission on behalf of PRIMESTAR Partners, L.P., 1998.


Conducted statistical and other analyses’of anticompetitive allegations surrounding a major media
merger and submitted to the Federal Trade Commission, 1996.


Submitted a report, =Competitive Market Considerations in the Licensing of the 37-40 GHz Band."
With Steven R. Brenner. To the Federal Communications Commission on behalf of WinStar
Wireless, Inc., 1996.                                       , .


Conducted statistical and other analyses of anticompetilive allegations.surrounding a major media ¯ .
acquisition and submitted to the Justice Department, 1995.


Assisted in the preparation of testim~>ny for the D.C. District Court regarding the competitive effects
of the =must-carry" rules !mposed on’cable systems, 1996.


Submitted a report, "A Competitive Markup Approach to Establishi.ng Rates When Adding Cable
Program Services." With Stanley M. Besen. To the Federal Communications Commission on behaff
of Tele-Communications, Inc., 1994.


Submitted a repod, "Exclusivity and Differential Pdcing for Cable Program Services." With Stanley
M. Besen and Steven R. Brenner. To the Federal Communications Commission on behalf of Tele-
Communications, Inc., 1993.                               .,


Submitted a report, "AnAnalysi~ of Cable Television Rate Regulation." W~h Stanley M. Besen and.
Steven R. Brenner. To the Federal Communications Commission on behalf of Tele-
Communications, Inc., 1993. ". .~


Evaluated the prospects .for Direct Broadcast Satellites on behalf of a potential investor, 1992.


Assisted in the preparation of testimony on the value of distant signal programming to earth staiion
owners on behalf of the Motion Picture Association Qf. Amedca, 1992.


Prepared e~timates ~f the supply elastic~ of crude oll production arid a paper, with F. Warren-
Bouiton and K. Baseman, on the alternatives to traditional pipeline regulation for a. pipeline client,
1991-1992.
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Prepared analyses of liability and damage estimates, with F. Warren:Boulton, on behalf of NEC in a ...
bid-rigging allegation and presented those analyses to Justice Department o~cials, 1991.


Prepared a report, "Economic Analysis and Policy Implications of the Financial Interest and
Syndication Rule.’ With F. Warren-Boulton. On behalf of the Motion Picture Associa|ion of Amed~a,
1990.


Submitted a report, "Assessing The Effect of Rate Deregulation on Cable Subscribers." With
Sherman and Baseman. To the Federal Communications Commission on behalf of the National
Cable Television Association, 1990.


Submitted an af~davit, "Economic Implications of the Pac Tel/Chicago Waiver Request." To the
Department of Justice on behalf of the National Cable Television Association, January 1990.


Submitted an analysis of sham litigation, allegations to the Justice Department onbehalf of a
software client, 1989.


PUBLICATIONS "


"Analyzing Vertical and Horizontal Cross Ownership in Cable Television: the Time.Warner-Turner
Merger (1996),; in J.E. Kwoka and L.J. White, The Antitrust Revolution: Economics, Competition,
and Policy, Scott, Foresman. With S. Besen, E. Murdoch, .D. O’Brien, and S. SalOp. Tf~IrdEdition;
Oxford University Press, 1999.                        .       :


=Telecommunications in the U.S.: Evolution to Pluralism." With S, Besen and S. Brenner. in
B. ’Lange (ed.),/SDN in the USA, Japan, Singapore and Europe; 1996.


"Market Structure, Program Diversity, and Radio Audience size." With R. Rogers. Contemporary
Economic Policy 1996.


"Rate Regulation, Effective Competition, and the Cable Act of 1992." With S. Besen. Hastings
Communications and Entertainment Law Journal, 1994.


"Assessing competition and D,er.egulation in Telecommunications: Some Observations on
Methodology." In B. Cole (ed.), After the Breakup: Assessing the New Post.A T& T Div, est#ure Era.
New York: Columbia University Press, 1991.


"Deterrence and Justice." With J. Bilmes. Research in Law and Economics, 1991.


"The First Amendment, Cable MTV, and the Must-Carry Rule: Towards a Cost-Benefit Analysis."
Proceedings of the Alrlle House Conference on.Telecommunications, 1987.


"Video C~mpetition and Consumer Welfare." In E. Noam (ed.), Proceedings of the Arden House
Conference on Video Competition. New York: Columbia University Press, 1986.
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Misregu/ating Television. With S. Besen, R. Metzger, and T. Krattenmaker; Chlcago: University of
Chicago Press, 1984.        ¯ .... ".            ¯


"Regulation, Dereg~Jlation, and Antitrust in T~lecommunicetJons."With S."Besen. Antitrust Bulletin,
Spdng 1983.                          .. -..         ¯ ¯


"Determinants of Network Television Program Prlces:’lmplicit Contracts, Regulation, and Bargaining
Power." With S, Besen and G.Foumier. Bell Journa.I of Economics, Autumn 1.983.    ¯ "


"Advertising, Price Competition, and Market Str~ture." With A.Arterbum. Southern Economic
Journal, January 1981.


=Exchange Rate Stability and Monetary Policy." Wi. ~th B. Putnam. Albany Discussion Pape.r #95 in
Review of Economics and Business Research, Winter 1980.


"Capital Market Integration Unc~er Fixed and Floating Exchange Rates: An Empirical Analysis."
Journal of Money, Credit, and Banldng, May 1980.


OTHER COMPLETED RESEARCH


"Empirical Evidence on Efficiencies in the Common Ownership of Broadcast Stations." With
K. Anderson. Comments on FCC Proceeding, 1991~ .             . ..


"Do Government-Imposed Ownership Restrictions Inhibit Efficiency?" Wo’rking Paperofthe Bureau
of Economics, No, 169, 1988.


"Over-the-Air Television and Cable Prices: An Econometric Inquiry." With M. Bykowsky. Served as
basis of FCC.decision deregulating ¯cable prices, 1985.


"The Effect of Rate Regulation a.nd Franchise De~ay on Program Availability." With D. Koran.
Comments on FCC Proceeding, 1985.


"Pricing Flexibility and Consumer Welfare: The Deregulation (~ Basic Cable Rates." NCTA White
Paper, 1984.                        ...¯


"Economic Assessment of the Financial Interest and Syndication Rules." W~th K. Anderson..
Comments on FCC Proceeding, 1983,


"Domestic Fixed Satellite Transponders Sales." Comments on FCC Proc~e~ling, 1982.


An Analysis of Television Program Production, A’cquisition, and Distribution. With R, Metzger.
Network Inq~iry Special Staff, Preliminary Report, Federal Communications Commission,
June 1990.


"Production Abroad: Theoretical Considerations and Empirical Analysis." Mimeo, 1978.
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"Scale Economies in the Airline Industry: A Survey." Mimeo, 1978. ¯


PRESENTED PAPERS                                    ..


"Market Structure, Program Diversity, and Radio Audience Sb.e." W~th R. Rogers. Meetings of the
Western Economics Association, July 1993.


=The Effects of Rate Deregulation on Cable S~bscrlbers.’ Wdh K. Baseman. Policy Approaches to
the Deregulation of Network Industries: An American Enterprise Institute Conferehc~, October 1990.


=Economic Analysis and P~licy Implications of the Financial Interest and Syndication Rule."
Telecommunications Policy Research Conference, Alrlie House, October 1990.


"The Design and Evaluation of Competitive Rules Joint Ventures for Mergers and. Natural
Monopolies." .,With F. Warren-Boulton. American Economic Association Meetings, December,
October 1990. ¯ -


"Do Media ownership Restrictions Reduce E~.onomic Efficiency?" Telecommunications Policy
Research Conference, Airlie House, November 1989.


"The Conflict Between.Spectrum Efficiency and Economic Efficiency.’ Wdh R. Rogers.
Telecommunications Policy Research Conference, Aidie House~ November.1989. .


"Regulaiionversus Antitrust." Annenberg Conference: The Divestiture Five Years Later."
March 1989.


"Regulating Cable Television." Telecommunications Poli.cy Research Conference, Aidie House,
September 1987.                                                      .


=An Empirical Analysis of Television Program Prices." With S. Besen and G. Foumier. Meetings of
the Southern Economic Association, November 1981,              ..


"Flexible Exchange Rates and Market I’ntegration." W~th B. White. Federal Reserve System ¯
Conference on Financial Market Research, June 1979.


"Advertising, Pdce Competition, Market Structure." With A. Arterbum. Meetings of the Southern
Economic Association, November 1978.     ’


"The Effects of Exc.hange Rate Systems on Intemational Capital Market Integration." With B. White.
Federal Reserve System Conference on International Research, November 1977..
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OTHER PROFESSIONALACTIVITIES


Chair, =Competition. between Cable Teldvlslon and Tel.ephone Companies.’ ..Telecommunications
Policy Research Conference, September 1991~                  ’. ’


Discussant, =comPetttion and Ow~ership in the Media." Telecommunications Policy Research
Conference, September 1991..


Chair, =Spectrum Management Session." Telecommunications Policy Research Conference, Aidie
House, September 1988.


Book. Review, Productivity in the United States byJohn Kendrick and Elliot Grossman, Southdrn
Economic JournN, April 1981.


Discussant, ".Deregulation of Telecommunication~," Meetings of the Western Economic Association
July 1981.                                     ..


Referee, Southern Economic Journal, RAND Journal of Economics, Harvard University Press.


AWARDS
?


= .. A~’ard for Excellence in Economics (FTC), 1988


¯ Competition Advocacy Award (FTC), 1987


, Brookings Economic Policy Fellow, 1978-1979


¯ SUNY Faculty Research Grant, 1978


¯ NSF Traineeship, 1973:--1974


¯ Finalist, Woodrow Wilson Fellowship Competition, 1971
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Exhibit 3: XM Radio Channels by Format


’Non-Musi’c Content


Especiallv.,for Women (2 chennelsi
Take Five
Oprah & Friends


,News (13 channels}
ABC News & Talk
BBC World Service
CNN Headline News
CNN
Quoi de Neuf
Canada 360
XM Public Radio
FOX News
The Weather Channel
C-SPAN Radio
CNN en Espat~ol
Bloomberg Radio
CNBC


,Talk & Entetla]P,,ment (13 channels}
E! Entertainment
The Power
FamilyT.alk
XM Live.
Open Road


¯ FOX News Talk
High Voltage.
Extreme XM ....
Talk Radio
Air America Radio         :
Radio Classics
Amedca Right
Sonic Theater


R~eqional Talk, News & M~sic (1 channe~
WLW


....Music content    ..


,Christian (3 channels~
The. Message
Spirit
enlighten


�/assica/, (3 channel~)
XM Classic~ ’ ’
Vox
XM Pops


Comedy (4"channels~
Laugh USA
XM Comedy
Laugh Attack
Nati,onal Lampoon Comedy Radio


Country (7 channel,~
US .Country
Willie’s Place
Bluegrass Junctio~
Amefice
The Village
Highway 16
X Codntry


Dance (5 channel~) ’
Chrome
The System
XM-Chm
BPM .
The Move


Decades (6 channel~
The ’40s
The
The 60s
The 70s
The 80s
The 90s


Jazz & Blues (5 chaqnels)
Beyond Jazz
Real Jazz
Watercolors
Frank’s Place
Bluesville ’


(Exhibit 3 Continued)
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N0r~-Music Content


Traffic & Weather (22 c_hannels)
Miami/Ft. Lauderdal.e, FL
Washington, DC
DallaslFt. Worth, TX
Chicago, IL
Tampa / St. Petersburg, FL


" Boston, MA ¯
St. Louis, MO
Seattle, WA
San Francisco, CA
Pittsburgh, PA
XM Emergency Alert
Atlanta, GA
Los Angeles, CA


¯ Houston, "IX
Detroit, MI
Phoenix, AZ
Philadelphia, pA


¯ Orlando,.FL
New York, NY
Baltimore, MD
San Diego, CA
Mir~neapolis/St. Paul, MN


.Sports (42 channels)
XM Sports Guide
NASCAR Radio
FOX Sports Radio
ESPNEWS
ESPN Radio
XM Sports Natior~
XM Deportivo
Home Ice


¯ NHL Hockey Play-by-Play (5 channels)
College Sports - PAC-10 (3 .channels)
MLB Play-by-Play Channels (14 channels)
College Sports - Big Ten (3 channels)
College Spods - ACC (3 channels)
MLB Play-by-Play en Espatiol
PGA TOUR. Network
Sport Plus
IndyCar S.eries Raci,ng
MLB Home PlateTM


Big East Football/Basketball


(Exhib# 3 Cont/nue~


Music Content


Pop & Hits (8 channel~}’
Top 20 on 20
On Broadway
Cinemagic
U Pop
The Blend
XM Hitllst        .,
Flight 26


¯ The Heart


Kids (2 channels~
Radio Disney
XM Kids


Latin (4 channels)
Caliente
Aguila .
Viva
Fuego


Lifestyle (4 channels)
Audio Visions
Escape
Heai" MusicTM


Fine Tuning


¯ Regional I~ews & Talk (5 channel$~
Nashville (Today’s CounW)
KISS
WSIX (Nashville Countl~’)
MtX
Sunny


Rock (14 channels)
Bone Yard¯ .
Deep Tracks
Fred
Top Tracks
XM Caf.e
XMU
The Verge
XM Liquid Metal
Big Tracks
Lucy
Fungus
SquJzz
The Loft
Ethel


(Exhibit 3 Continued)
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Non.Music Content


¯̄  (.Exhibit 3 Continued)


Music Content ....
Hip-Hop ,& Urban (7 channels~


RAW
The ,Heat
Sou! Street.
The City
The Groove
The Rhyme
Suite 62


World (3 channels/
SurLa Route
The Joint
Air Musique


Note: : ,, ,
¯ Reported channel counts are based upon a complete listing of channeJs obtained from XM’s
webslte as of September 27, 2006. The "channel formats in this exhibit reflect the channel
classifications used by XM. The channels in the music, commedy, and kids formats are
assigned to "music" content because they all use commerciafly released music.


Source:
XM website.
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Exhibit 4: Sirius Radio Channels by Format


’Non*Music Content


Farnilv & Kids (_2 channels)
RedloCisssic$
Discovery Radio Channel


~:inenc/al N,e, w~, (2 chennelsl
CNBC
Bloomberg Rad~


International News (6 channels)
BBC Mundo
CBC Radio One
Premi~rs Plus
BBC World Service News
Radio Korea
World Radio Network


publ, iF Radio (3 channels),
NPR Talk
PRI Public Radio International
C,SPAN Radio


Reliolon (2 channelsl
Christian Talk
EWTN Global Catholic Network


T_a/k (13 channels~


Howard 100
Howard 101
SIRIUS Stars
E! Entertainment Radio


Music Content


_Ch~ risflan (3 channels~
Revolution
Praise
Spirit


C,l~asstc~/ (3 channe/s)
Symphony Hall
Classical Voices ’
SIRIUS Pops


�omedy (3 channel,?}
Blue Collar Comedy
Raw Dog
Laugh Break’ , ,


Electronic and Dance (5 channels)
¯ .Area33 . .


Ch~l
1"he Beat , ¯
The Strobe ’,


~:amlly & Kids (2 channels)
Radio Disney... ..
Kids Stuff


Jazz & Blues (5 channels)
PLanet Jazz
Jazz Caf~
Pure Jazz


Maxim Radio
Court TV Radio
SIRIUS Patriot
FOX News Talk
SIRIUS LeA
Road Dog Trucking
SIRIUS OutQ
Playboy Radio’
The Roadhouse


News.(5 channelsl
FOX News Channel
CNN
CNN Headline News
NPR Now
ABC News & Talk ’ ’


Spa 73
SIRIUS Blues


J_afin & International (5 channels)
Universe Latino
Rumb6n
Bends A Part
CBC Radio $
Iceberg Radio


Counb’~ (5 channels)


The Roadhouse
Outlaw Countnj
New Country
Pdme Countn/
Bluegrass


(Exhibit 4 Continued)
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Non-Music Content


_Traffiq & Weather [12.chann~ls~
New Yo~


¯Boston/Philadelphia.
Los Angeles.
Chicago/St. Louis
Washington DC/Baitimore
Ationta ,/Miami
Dallas/Houston
Detroit/Pittsburgh
San FranciscolSeattio


. PhoenlxJSan Diego
OdandoFl’ampa-St, Pete. rsburg
SIRIUS Weather & Emergency


Lifesf, yles (3 channels)
Martha Ste,wad Elving Radio,
¯LIME
Cosmo Radio


NBA (1 channe[J
NBA Radio on SIRIUS


NFL (1 channe~
SIRIUS NFL Radio


_S~orfs News & Talk, (6 channels]
Sports Play-by-Play 1
.ESI~N Radio
ESPNEVVS
Sports Byline U~A
SIRIUS Spods Action
ESPN Depbdes "


(Exhibit 4 Continued)


Music’ Content


¯ ~,ock (19, chan~els~
Classic Rewind"
The Vault
Jam_ON
The Spectmm
Buzzsaw
Octane
Ait Nation
.~rst Wave .
Hair Nation
SIRIUS Disorder
Underground Garage


¯ Left Of Center
Hard Attack
Fac~on
The Coffee Hour
Radio Margaritavilia
Reggae Rhythms ’ .
Rolling Stones Radio
Classic Vinyl


Sfendards f2 channels/
Standard Time
Broadway’s Best


~p-Ho~/R&B (6 channels)
Backspin"
Sl~ade 45
Hot Jamz
Heart & Soul ¯
Soul Town
Hip~Hop Nation


!~ou (13 channels}
.SIRIUS H.~s
Star LJte
SIRIUS Love
Movin’ Easy
SIRIUS Gold
’60s Vibrations
Totally


The Pulse
The Bridge
BBC Radio I ¯
Super Shuffle
Elvls Radio


Note:
Reported channel counts are based upon a compiote listing of channels obtained from SIdus’
website as of September 27, 2006, The channe! formats in this exhibit refiecl the channel
classificatior~s used by Sirius. The channels in the music, commedy, and kids formats are
assigned to "mustc" content because they all usa commercially released music.


¯
Sirius website.
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Exhibit 6: Music Choice, XM Satellite Radi’o, and Si~;i~s Satellite Radio
MUSIC Channels by Format                ...        ’, .’


~’: ’ Music choice ’ "" ’
¯ (Audio Content’. " ’


Formate Only) ....... XM Radio ’Sirius Radio "


U~o~n~ .


Pop=


Danca4
CounW~ ¯
Jazz & Blues
Classical
Religious° .


Comedy’


3
4
3
3
2


0


3
2


.... 19-
’13 "
5.
5.


3
2’
3


Standards and Theatrical"
Latin and iotemational1=
Ufeatyioit


Other Genres1=


TOTALt.~


¯ 3 ... O"
10 7
0" 4
5 0


Notes:


58. 80 ..


5
0
0


71


1. These formats reflect CRA’s categorizaiicn qf.the fol~.at~ use~.by Musi.c C~ice,.XM, and .
Sidus, Except where othen~lse noted, CRA f~rmat classificali~ follow.those bsed.by M.,usic
Choice, XM, and Sirius, . ..... ’ ..’." ’... ’. .... :. "
2, Urban includes Sirius’ HipLHop and R&B form.sis, and XM’,;’ Hi~)J-iol~ &’UPoan format"
3, Pop includes Music. Choice’s Pop format and Party F.avorifes cha.nnel within, its Variety
format; XM’a Hits, Decades, and parts ofit.s Regional N&T fo...m~ts," ’: ,....
4. Dance includes Sidu.s’ Electronic and D.ance. form.ats; ’     . ¯.,
5. cou.t~ in~.~esXi’s Co.~W format snd the two’=u~t~’ .~a.~ ~ t.~ R~ion.~i ~&’r
formal                                 .                 "’"" ’ : ’ ¯    .
6. Religious I~dudas the Cl~rlstia’n format for both XM and ,~idUs, .        " " "    ’ ’
7. Kids includes Radio Disney from Music Choice’s~VarietY format; Sirius’ channels within the
Family and Kids format (depending on whether they were music Or talk centered); and Radio
Disney on XM and XM Children, These channels are treated as =musiC" channels because
they use commerically released music.
8. The comedy channels are treated as "musi.c" channels becapse they use commercially...
released music,
9. Standards and Theatrical include~ Music Chbic~’a Vocalrrheatdcal formal and its Big Band
and Swing channel in its Variety format. Also Includes Sidus’ Standards format;    .
10, Latin and International includes Music Choice’s Latin .format and its Reggae chanhel from
its Vadety’.format, Also includes XM’s Lat~l and Wndd formats and Si~us’ Latin &     . . ..
International format,
11. Lifestyle format is apli( depending On whet~er the channels am music or talk od~nlad.
Music Choice ca~ea no channels in the .Lif.estylaa formal XM’s ch..an .nels in the Lifestyle’.
format are music’and Sirlu$"channels in the Lifestyle format are talk,               ..
12. Other Genres indud~ Music Choice’s instmmentals’format and 8how~se and Sound.s of
th~ Seasen~ from the’#adet~’forlhaL . .                                ¯
13, XM’s Regi’o’nal N&T channels ~re not ~ommerdal free, The number of commercial-~ee
XM music channe s is .69:


Sourcel:
XM web.site.
Sirius Website.
Music Choice website.
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Exhibit 7: Music Choice, XM Satellite Radio, and Sirius Satellite
Radio Non-Music Channels by Format


Music Choice
(Audio Content


Genret Only) XM Radio Sirius Radio


Sports= 0
Newss 0
Traffic & Weather 0
Talk4 0
Kidss 0
Religiouss 0
Lifestyle 0


42
¯ 14
22
14


1
0


13
2-
2
3


TOTAL 0 g3 56’


Notes: ¯
1. These formats reflect CPA’s categor’~ation of the formats used. b.~ XMand Sirius’.
Except where otherwise noted, CRA format classifications follow those used by XM and
Sirius. ,
2. Sports includes Sirius’ NBA, NFL, and Sports News & Tal~ formats. ’ " ’ :
3. News includes Sirius’ Financial News, Intemational News, Public Radio and US, News
formats; and ×M’s Nbws format as well as the WLW channel within the Regipnal News
& Talk format,
4.Talk includes ×M’~ :Talk (except for the christian Talk channel), Entertainment, ~nd "
Especially for Women formats.                         ¯ ’
5, Kids includes Sirius’ channels Within the Family and Kinds formats (depending on
whether they were music .or talk centered),                             o..
6. Religious includes Sirius’ Religion format and the Christian Talk channel fromXM’s
Talk format.                                                 ...


Sources:                                              ...
XM website.
Sirius webslte. ’
Music Choice website,
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M
, 1999-2005


8O


7O6O


N
otes:.


[] M
usic C


hannels
[] N


on-M
usic C


hannels


1999
2000


2001
2003


2004
200~


2002
Y


ear .


1, 1999 end 2000 channel lineups were representative of what XM
 planned to offe.r at the tim


e for future program
m


ing. These channel’lineups Included "Reserved Channels" for
Special I Events program


m
ing,


2. XM
 channel lineups in 2001 and 2005 include the Preview c~annel as a non-m


usic channel.
3, P


lay-by-P
lay channels are reported as one channel.       :


4, Kids and Com
edy channels are counted as m


usic channels.
Sources: XM
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Exhibit 15: Functionality Adjustments for Sirius and XM
Based on 7,25% PSS Rate


Sirius XM
Functionality Functionality
Adjusted Rate Adjusted Rate


1.86% t.37%


Note:
See Section Vii for a discussion of the functionality adjustments.


Sources:
XM and Sirius financial data, 2005 and first-half 2006.
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Exhibit 16: Functionality and Programming Adjustments for Sirius and XM
Based on 7.25% PSS Rate


Programming Adjustment


Rate Based On
Sirius


Functionality XM Functionality
Adjusted Rate Adjusted Rate


Programming Adjustment Based on Listenership
Programming Adjustment Based on Cancellation
Programming Adjustment Based on Programming Expenses


1.04% 0.99%
0~88% 0.92%
0.33% 0.41%


Note:
See Sections VII and VIII for a discussion of the functionality and programming adjustments.


Sources:
XM and Sirius financial data, 2005 and first-half 2006.
XM Arbitron Custom Study.
Sirius Customer Satisfaction Monitor, 2Q ’06 Results, August 28, 2006, Slide 22,
Sirius Satellite Radio Listene~ Study- Wave 2.
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Exhibit 17: Functionality and Programming Adjustments for Sirius and XM
E~ased on 5.32% PSS Rate


Programming Adjustment


No Programming Adjustment
Programming Adjustment Based on Listenership
Programming Adjustment Based on Cancellation
Programming Adjustment Based on Programming Expenses


Rate Based On .
Sirius


Functionality XM Functionality
Adjusted Rate Adiusted Rate


1.36% O.99%
0.76% 0.72%
0.65% 0.67%
0.23% 0.29%


Note:
See Sections VII, VIII, and tX for a discussion of the functionality and pi’ogramming adjustments using
a 5.32% PSS rate.


Sources:


XM and Sirius financial data, 2005 and first-half 2006.
XM Arbitron Custom Study.
Sirius Customer Satisfaction Monitor, 2Q ’06 Results, August 28, 2006, Slide 22.
Sirius Satellite Radio Lislener Study - Wave 2.
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Exhibit 18: Music Channels by Format for XM, Sirius, and the Five Largest Over-the-Air Radio
Markets : ’


XM Sidtm    N~w York Angeles


Pop4
Dances
Country~


Jazz & Blues7
Classical
Religiousa


Comedy1°


Standards and Theatr~a111
Latin and International1=
LifestyleI=


Total Music Channels~4
Total Channels


7 6
14 19
17 13
5 5


:g 5
6 5
3 ~’ : 3
3 3
2 2
4 3
0 2
7 5
4 0


80.’ 71
173 127


10
16
0
0
1
1


0
0
7
4
3


73


Over-the-Air Radio Marketa1=
Lo~              Sa~ Dallas-F{.’


Chicago Francisco Worth


4 4 3 6
4 9 11 3


~s 22 !3, ~0
0 0 1
0 3 2 11.


¯.1 I ’2
1’* 1 1 1
1 ." 4 1 5
0 0 0 0
0 0 0 0
3 5 1 2
3 4 3 5
0 0 2 0


32 53 40 .    44
75 86 68 67


Notes:                                               :
1, These formats reflect CRA’s categorization of the formats used by BIA, XM, and Sidus. Except where othen~vi~e noted, CRA
format cJassifications follow those used byBIA, XM, and Sidus. " ....
2. Urban includes Sirius’ Hip-Hop and R&B formats; XM’s Hip-Hop & Urban’format; and BIA’s Urban format’(e~(cJuding Blues).
3. Rock includes BIA’s Rock and Album Oriented RocldCiassio’Rock’formats.
4. Pop includes XM’s Hits, Decades end parts of its Regional H&T formats; BINs Oldies, Adult Cor~tsmporary, and
Contemporary Hit Radio/Top 40 (excluding Dance) format~.
5. Dance includes Sirius’ Electronic and Dance formats; and Dance In-BIA’s’ Contemporary Hit Radio/Top 40 formal
6. Country includes XM’s Country format and the two country channels from the Regional N&T formal
7. Jazz & Blues includes BIA’s Jazz/NewAge format and Blues in its Urban formal
8. Religious includes the Christian format for both XM and Sidus and BIA’s Religion formal
9. Kids includes Sirius’ channels within the Family and K}ds format (depending on whether they were music or talk centered);
and Radio Disney on XM and XM Children. These channels are treated as "music" channels because they use commerically
released music.
10. The comedy channels are treated as "music" channels because they use commercially released music. .
11, Standards and Theatrical includes Sidus’ Standards fo.rmat; BIA’s Nostalgia/Big Bands and Middle of the Road (excluding
full services) formats."                        :
12. Latin and International include: XM’s Latin and World formate; Sidus’ Latin & IntsmatJonal format; and BIA’s music stations
under the Spanish formal
13, Lifestyle format Is split depending on whether the channels are music, or talk oriented. XM’s ~hannels in the Lifestyle format
are music; Sirius’ channels in the Lifestyle format are talk. Lifestyle also includes BIA’s Easy Listening/Beautiful Musk: formal
14. Over-the-air radio stations with talk format or mixed format are not included in the count.
15. Largest .mad~ete d.etermined by metro area population.


Sources:
Sirius website,.
×M web.site,.
2006 BIA Investing In Radio Market Report.
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Exhibit.20: Sirius Expend.itu.r.e. s on Engineering," ueslgn, and Development
and XM Expenditures onResearch and Development


Year


1994
1998
1999
2000
2001
2002
2003
2004
2005
First


to 1997


and Second Quarters 2006


Sirius Engineering,
Design, and XM Research and


Development1 Development=


!’ooos), ,,!,’ooos)
$1,390
$2,150


$33,134.
$70,690
$58,453
$30,087
$24,534 ’"
$30,520 ~"
$44,745
$35,166


$7
$6


$11
$13
$10
$12


¯ " $23
$31
$19


NIA
311
510
948
689
843
285
513
218
499


Cumulative Expenditures Since 1994a


Cumulative Expenditures Since 2003
$330,869
$134,965 $86,515


Notes:
1. Ex. penditures repoded for Sirius from 1994 to 1996 are for research and development.
Expendi,tures for 1997 to 2006 are for engineering, design, and development.
2. Y~M research and development expenditures exclude depreciation and amortization.
3. Research and development expenditures for XM were not available prior to 1998.


Sources: ....
XM Form 10-Ks, 1999-2005; XM Form 10-Q, June 2006.
Sirius Form 10-Ks, 1996-2005; Sirius Form 10-K Amendment, 1996; Sirius Form 10-Q, June 2006.
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Exhibit 23: Sirius and XM Net Losses Since InceptionI .


Year


Pdorto 1997
1997=


1999
2000
2001s


20024
2003
2004
2005
Firstand Second Qua~ers 2006


LoSses
(’oo0s~


-$18,535
-$4,737


-~4~,~ee ..
¯ -$62,822.
-$134,744
-$235,763~


-$422,481
-$226,215
-$712,162
-$862,997
-$696,372


XM Net Loeaes


,, (’OOOs).
N/A


-$1,659
-$16,167


"-$36,896
"’ -$51,873


-$284,379
-$495,012
-$584,535
-$642,368


’-$666,7t5
-$378,330


Cumulative Net Losses Since 2003
Cumulative Net Losses Since Inception


-$2,497,746.
-$3,425,.?-2..5


-$2,2.71,948.
.-$3,157,934 .


Notes: .
1. Sirius’ inception was in May 1990 (as Sateilite CD Radio), f~l]owed by an initial public offering (as
CD Radio).in September 1994. XM’s inception was in June 1992 (as Ame~’i .can Mobile Radio),
followed by an initial public offedng was in October 1999.
2. Sirius and XM received licenses from the FCC in October 1997 to construct a~d operate satellite
radio services,
3. ×M service became available nationwide in November 2001.
4, Sirius service became av.ailable nationwide in July 2002,


Sources:
XM Form IO-Ks, 1999-2005. XM Form 16.Q, June 2006.
Sirius Form 10-Ks, 1996-2005. Sirius Form 10-K Amendment, "~ 996. Sirius Form 10-Q, June 2006~
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LIBRARY OF CONGRESS
Washington, D.C.


)
In the Matter of )


)
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.)


DIRECT TESTIMONY OF J. ARMAND MUSEY
(ON BEHALF OF XM SATELLITE RADIO INC. AND SIRIUS SATELLITE RADIO INC.)


Qualifications


1. I am the President and a senior member of Near Earth LLC, a specialty investment


banking firm based in New York, ]’~that focuses on the s~iellite industry and related telecom


and media sectors. The firm is an NASD registered broker dealer and provides a_ range of


services including private capital~ raising, merger and adquisition advisory services and strategic


and financial consulting. I hold a bachelors degree from the Univer.sity of Chicago and am a


graduate of the Kellogg Graduate School of Management at Northwestern University, I am also a


chartered financial analyst (CFA).


2. Prior to joining Near Earth LLC, I was head of satellite equity research at Salomon


Smith Barney and prior to that I held similar positions at other brokerage firms including Banc of


America and C.E. Unterberg Towbin. I held a more junior role in the satellite research group at


~rillL~----~l-7-1n--e-a-6h case, my ~l~ was to provide analytical ~uplSort fg-ifisfiih-[ib-~lin-~estors


considering investments in the satellite communications industry. This involved evaluating the







strategies, managements and financial positions of the f’n-ms I covered. I was responsible for


writing research reports, building financial models, issuing buy and sell recommendations and


issuing earning estimate projections as well as conducting one-on-one meetings with investors.


Prior to working in research, I spent two years in investment banking immediately after


graduating from business school.


3. In 2000, I was ranked the number one analyst covering the satellite communications


industry by the Greenwich Associates survey and ranked third by the Institutional Investor


suuey for the satellite sector. In 2000, I was also rated a top stock picker in the Wall Street


Journal’s "All Star" Analyst survey, in 2001, I was a runner-up in the Institutional Investor


survey and was ranked third in 2002, the last year for which a satellite communications category


was included in the poll.


4: Additionally, I am quoted regularly in both trade publications and national and


international publications, I have appeared on national television including Bloomberg, Fox and


CNN numerous times as an expert in business issues related to satellite communications and I


am frequently asked to speak at major industry conferences. My curriculum vitae is attached as


Musey Exhibit 1.


5. Previous experience as an expert witness. I have provided expert wimess testimony


on one other occasion. The case was Gross v. SES.


6. Obiective. I have been hired.to analyze the potential effect of changing the royalty


payments which satellite radio companies pay to sound recordings copyright holders from a


capital markets perspective.


7. Materials Considered. (in table form in Musey Exhibit 2) In order to complete my


analysis, I have reviewed publicly available documents relating to the historical and projected
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f’mancial performance of Sirius Satellite Radio and XM Satellite Radio. A list of the materials I


reviewed is included in the appendix. I also rely on my general knowledge ofand experience


with the satellite industry, including Sirius and XM.


8. Compensation. I am being compensated at a rate of $400 per hour, plus reasonable


expenses. My compensation is in no way dependent upon the festimony I offer in this case. Other


members of Near Earth LLC have assisted me in preparing this report and our firm will also be.


compensated at the $400 per hour rate for senior professionals’ time and $200 per hour for junior


professionals’ time.


Summary


9. After analysis of both Sirius and XM’s financial history and Wall Street’s projected


performance, I believe that increases in the current royalty payment structure would have


significant adverse effects on the Satellite radio industry ranging from lower stock prices to


higher costs of borrowing, which both hurt investors. My key conclusions are as follows:


¯ As of June 2006, Sirius and XM have accumulated $3.4 billion and $3.2 billion in losses,


respectively.


¯ Sirius and XM have also invested over $2.6 billion for space and ground assets just to


commence their commercial-services.                                      .


¯ These l~ge investments were made over a period of time commencing in 1994 for Sirius and


in 1997 for XM.


¯ Under the "Wall Street baseline" scenario which I will outline herein, the current capital


positions of Sirius and XM should be sufficient for them to reach sustainable Earnings


............ B-~i~-interest, Tax, Depreciation and An~ortization (EBITDA) and Free Cash Flow (FCF)
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breakeven sometime in 2008. This is an up to I 1 year period for investors in XM ~nd an up


to 14 year period for investors in Sirius.


Because the companies raised substantial fractions of their early stage capital during more


"exuberant" times (1997-2001), there is some question whether it would even be possible to


finance a satellite radio company in today’s financing environment as the appetite for major


telecom infrastructure investments with such long periods of negative cash flow has declined.


Despite analysts’ expectations that common stock investors would require annual returns on


their investments in excess of the anticipated weighted average cost of capital (including debt


and preferred s.tock-)-during-this period of 20%to -25%; the--aggregate average returns to


common stock investors is negative to date for XM shareholders and negative for Sirius’


common shardholders before the 2003 debt restructuring, and only 4.6% for. all of Sirius’


common shareholders.


Even assuming analysts’ expected 12 to 18 month price targets for these stocks are achieved,


investors in the common stock of Sirius and XM will on average still have either negative


returns on their capital or, in the case of Sirius, low doubl~ digit returns wet! below the rates


of returns normally required by investors for such high levels of risk.


Our sensitivity analysis shows that a change in royalty payments from the actual current level


(whatever that level may be) can significantly change Wall Street expectations of each


company’s stock price;


The change in stock price due to changes in the royalty rate is at least equal to or exceeds the


change in stock price when other key drivers such as subscriber growth, ARPU, churn rate


and SAC are changed by the same percentage amounts.
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¯ For example, if royalty as a percent of revenue increased by .1% in the Sirius case, this would


represent a decrease to $5.91 from analysts’ average 12 to 18 month target stock price of


$6.20. To get back to the $6.20 target price, Sirius would have to increase net subscriber


additions by an additional approximately 4% over current analyst projections (without


incurring any additional subscriber acquisition costs).


¯ Both XM and Sirius have seen their stocks trade down materially over the last 12 months. If


either Sirius or XM’s royalty rates are increased and as a result, their EBITDA and cash .flow


break-even pqints are delayed, their perceived growth rates, momentum and progress toWard


maturity will decrease. This would put further short and intermediate term downward


pressure on the stocks until investors who were seeking a higher risk in~,estment moved into


the stock and prices reached a point where investors thought they were getting a reasonable


price for the new lower level Of growth.


10. One of the main reasons for such conclusions is the simple fact that increased


royalties provide no benefits to subscribers and as a result have to be 100% absorbed by the


companies. In contrast, increases in other costs such as adding exclusive proprietary content or


new services like traffic and weather can make the service more attractive to consumers. With a


more attractive service offering, the companies can attract additional subscribers and also


consider ra’ising subscription fees, in either case offsetting such additional content costs and


hopefully increasing profits.. In the event that royalty payments were increased to the detriment


of the satellite radio industry and its investors, I expect the development of new technologies in


the media industry would face greater skepticism amongst future investors. This skepticism may


lead to a lack of financing for future technologies that could b’nng additional media services to


the public.







11. Satellite radio service providers, Sirius an~ XM, were founded on the premise that a


service that provides listeners with a differentiated music experience combining high quality


digital sound with nationwide service and a hundred channels of mostly ad free music and other


content would be able to command a subscription fee from a traditionally free radio audience,


and thus, generate returns to investors proportionate to the many risks they would be taking.


12. Since the start of these investments, the competitive landscape of the portable, digital


.audio worldhas changed, with the proliferation of the ipOD, t-ID radio, and internet radio to the


extent that satellite radio services have cfianged their focus from music to acquiring the rights to


.... ex~lusive-(-largely non-music) content to justif-y- their subscript-ion fees.- Furthermore, as


proprietary content increases, I expect new subscribers to be attracted, and thus, revenues to


increaseas a direct result. Since royalties are calculated as a percentage of tota! revenue, as


more proprietary and non-rfftisi~ content is added by Sirius and XM to drive subscriber growth,


the amount of royalties paid will increase despite music not adding additional value. In other


words, the total value added by music becomes diluted as more proprietary and non-music


content is added. Thus, even maintaining the. current levels of royalty rates has an actual effect


of increasing them from a relative standpoint given the addition of other content ove.r time and


industry expected revenue growth. From an investor’s point of view, given the new industry


realities and challenges, increasing royalty rates over and above this implicit increase would be


wholly unjustified.


Overview of the Satellite Radio Business Model


(a) Investment To-Date


13. In addition to billions of dollars spent on subscriber acquisition, marketing and


corporate overhead, Sirius and NM have invested over $2.6 billion for space and ground assets
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over the last ten years. These assets include licenses, satellites, terrestrial repeaters, uplink


facilities/centers, broadcasting studios and other related infrastructure. In the future, Sirius and


XM will need to make similar investments to replace satellites,provide for satellite spares,


maintain their network and upgrade their existing systems. As of June 2006, Sirius and XM have


accumulated $3.4 billion and $3.2 billion in losses respectively (including depreciation).


Investors were willing to fund this large investment on the expectation that a new form of digital,


multi-channel and ubiquitous audio distribution would cure many of the dissatisfactions listeners


had expressed over AM/FM’s lack of quality, choice and convenience; like cable did for


broadeast T-V.- -In-return for-bringing-radio-into-the--2-1~-t century, investors-expected large returns


for the many risks they were .taking. This new form of radio is known as Satellite Digital Audio


Radio Services (SDARS).


14. Space Segment Costs. The space segment has been and will continue to be the largest


capital expenditures for the satelIite radio companies. Space segment costs include satellite


manufacturing, launch costs, launch and in-orbit insurance and in-orbit performance incentives


to the satellite manufacturer. Currently, Sirius has three Loral FS 1300 satellites while XM has


three Boeing 702 satellites in service. These satellites typically have a design life of 15 years, but


occasionally satellites incur damage while in orbit, reducing this expectancy. In fact, both types


of satelliteg used by Sirius and XM are known tohave problems with their solar array cells. In


the case of XM, it has already paid for the construction and launch of two replacement satellites


one of which is now in orbit and the other is in preparation for launch. Insurance proceeds will


cover a portion of the loss in satellite capacity. Sirius also has a spare satellite already


constructed and both companies have contracts to build an additional satellite each. They will


also need to order additional replacement satellites in years to come as they plan for the eventual
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replenishment of their respective fleets. According to the FY2005 financial statements, the gross


book value of Sirius and XM’s combined space segments is approximately $1,850 million.


Represents book value of assets
# of satellites in orbit
Manufacturer / Bus


In orbit assets
Construction in progress
Total space segment cost
Source: Company financial reports


Sirius
3


SS/L FS 1300


$950 million
$30 million
$980 million


XM
3


Boeing .702


$650 million
$220 million
$870 million


Combined


$1,850 million


15. Ground Segment Costs. Sirius andXM have also incurred and continue to incur


significant costs to build out and maintain the ground segments that include terrestrial repeaters,


-ground-stations,-broadcast-facilities; and various-customer service and billing systems. To date,


Sirius and XM have spent approximately $780 million.in the aggregate on their ground


segments. Although most of these items should not need to be replaced in the near term, the


capital expenditures to maintain the ground segment can be significant.


Represents book value of assets
Approx. # pf terrestrial repeaters
Cost of terresuial repeaters
Cost of ground station
Cost of broadcast studios
Systems and other assets


Sirius
140


$75 million
$20 million
$60 million
75 million


XM
800


$260 million
$40 million’
$60 million
$190 million


Combined


$230 million $550 million $780 millionTotal ground segment cost
Source: Company financial reports


(b) Current Capital Structure


16. T~ help fund their $2.6 billion investment in space and ground assets as well as day to


day operations (combined operating losses of $6.6 billion), Sirius and XM have accessed the


public and private capital markets on numerous occasions since the 1990’s. There h~ve been


s! _gni_f!_ca__n.t inv_e.s.t_.m_e.n_ts_ m__a_de by bo..th financia!..and strategic investors over the years, in addition


to numerous individual public investors. Currently, Sirius arid XM stock trade on NASDAQ


under the ticker symbols SIRI a~d XMSR, respectively.
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17. At the end of the second"qt~arter in 2006, Sirius had $1.1 billion in debt with $550


million in cash resulting in $550 million in net debt. XM had $I.35 billion in debt with $43I


million in cash resulting in $924 million in net debt. I believe that under the "Wall Street


baseline" scenario which I will outline in the following section, the current capita] positions of


Sirius and XM should be sufficient to reach Earnings Before Interest, Tax, Depreciation and


Amortization (EBITDA) and Free Cash Flow breakeven (see table belowi. Despite haying large


cash balances, Sirius and XM still generate negative EBITDA and Free Cash Flow.


End of Q2 2006
Cash
Total Debt
Net Debt


Shareholders’ Equity
Total Capitalization
Debt/Capitalization


Source: Company financial re


Sirius
$535 million


$ 1,084 million
$549 million


$(57) million
$ 1,027 million


106%
)otis


XM
$43] million


$1,355.1 million
$924.1


$(185.9) million
$1,169.2 million


116%


(c) Historical Risk Profile with Expected Rates of Return at the Time


18. I evaluated the historical risk profiles for Sirius and XM by using the weighted


average cost ofcapital (WACC) over time. When evaluating what returns investors demand for


putting their capital at risk, investors balance the magnitude of potential returns with the risk to


those returns by adjusting the rate of return they would demand. Thus, as the SDARS companies


have successfully conquered the risks associated with financing, launching, and selling their


systems, the rate of return that investors have demanded from them has generally declined over


time but still remains high compared to typical publicly traded companies. In addition to these


internal risks, the ~-ate of return demanded by investors has also been affected by external factors,


such as the overall conditions o1~ the financial markets and the projected returns available from


competing investments.
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19. Theoretical Backgr. ound. Overall, this phenomenon can be described through the


Capital Asset Pricing Model, where the cost of capital isexpressed through the formula


E(Ri) = RI + fli,~(E(R,d - Rf).


Where:


¯ E(Ri) is the expected return on the capital asset or company in this case
¯ RI is the risk-free rate of interest
¯ ,Sire (the beta coefficient) the sensitivity of the asset returns to market returns, or also


C̄ov(Ri, Rm).


........... -Var(Rm) --


¯ E(R,~) is the expected return of the market


fli,~ captures the internal risks associated with the satellite radio companies, while the remaining


terms capture external market conditions. Because the satellite radio firms both raised substantial


fractions of their early stage capital needs (where fli,, was at its peak) during "exuberant" times


(to quote Alan Greenspan) when E(R,~) was depressed, there is some question_ whether it would


even be possible to finance a SDARS company in today’s financing environment.


20. Implications for Cost of Capital. I have researched historical Wall Street.analyst


reports to fmd analyst’s cost of capital assumptions. In the graph below, I plot the weighted


average cost of capital (WACC) assumptions used by Wall Street in each year to graph a general


trend line between the years 1998-2006. The weighting takes into account the expected investor


return requirements for both debt and equity capital weighted by the projected mix of such


cap!tal. The graph should not be used as an exact indication of the SDARS companies’ WACC at


that time since a consensus WA�C is extremely difficult to ti-ack as analysts do not always


publish their figures, however, one can use this graph to see a general trend among past
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investors’ perceived risk and their required rates of return. Recently, WACC has been declining


to approximately 11% for the SDARS companies which reflect a combination of changes in


investors’ risk, ,Sire,. E(R,n), and interest rates. This level of risk is still much greater than


terrestrial radio which has WACC estimates of approximately 8.5% - 9.5%, which implies that


satellite radio is a riskier investment than terrestrial radio. Because substantial ongoing risks still


exist (as compared to lower risk investments such as Treasury bills, investment grade bonds and


stocks of more mature and profitable businesses), and because market conditions have become


less "exuberant" since the market peak in 2000, it is unlikely that the cost of capital for the


SDARS-companies will-decl-ine materially-in-the-near term-unless-the companies reach or exceed


analyst projections and until cash flow breakeven is reached. These events would .reduce risk


justifying investors lowering their return requirements. However, I have noticed in a few analysts


reports that WACC assumptions have actually incr.e, ased in 2006.


General WACC Trend for Satellite Radio Firms


3O%


25%


2O%


15%


10%


5%


0%
1998 999 2000    2001     2002 2003    2004    2005    2006


Yea l:s


~Wall Street Est. (Sirius) ~Wall Street Est~ (Nvl)


Source: Wall Street analysts’ reports
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21. - Internal Rate of Return (IRR) to Common Equity Investors. By taking into account "


all the common equity that investors have invested in Sirius and XM (not including convertible


securities and options), and using the companies’ current and projected future market values, I


calculated the internal rate of return on the aggregate common equity investment for each firm.


This analysis demonstrates that the common equity holders, who have taken on the most risk;


have not realized adequate returns relative to the risks they assumed when making their


investments.


22. To perform thisanalysis, I evaluated each common equity security offering for both


Sirius and XM since their inceptions.. Each offering size and date was placed on a timeline and


compared to the aggregate equity holdings of those investors based on today’s market value and


on the price targets of Wall Street analysts 12 fo 18 months from now. Using an internal rate of


return calculation (IRR), I can determine the average annual return to the common equity


investors weighted by time and size of their investment. I only looked at the returns to common


equity holders for several reasons. They suffer losses before other classes of investors take a loss.


Because the common equity holders take the greatest risk in a company, they consequently


demand the highest returns. There have been no debt defaults or failures-to redeem preferred


stock, so debt holders and preferred stock holders have at least been made whole, although many


-preferred stock holders have also received below market returns. It is not, therefore, necessary to.


analyze the returns to debt holders as their returns can generally be characterized as fair. It is also


critical that the common equity holders get,a fair return because it makes the more (protected)


senior investment possible. If they are not allowed a fair return, investor enthusiasm for investing


in common equity will diminish and make it more difficult to finance innovative projects in the


12-







future. The results of our IRR analysis is summarized in the table below which shows returns to


common equity holders as of today’ s market price and also assuming the companies reach Wall


Street 12-18 month price targets in 12 months and after 18 months.


Internal R~te of-Return (IRR) for Common Equ~ Investors"
Current     12 Months    18 Months


IRR (Sirius overall) 4.6% 12.1% 11.2%
IRR ISirius Original Common Equit~ Investors prior to 2003) -36.6% -23.3% -21.5%
IRR (XM overall) -5.2% 4.1% 3.8%
* Does not include Warrants, Preferrecl Stock or other Convertible Securities


Source: Near Earth LLC analysis and Company financial reports


23. As the above table shows, both firrns’ return on common equity is lower than their


historical WACCs and in the case of XM, common equity holders have currently experienced a


negative return to date. As the WACC represents a blended average return expectation of all


investors (debt and equity), the expected returns required by common equity holders must be


much higher than the WACC, as they take a greater share.of risk. Clearly, equity investors as a


whole, have not yet received an appropriate return on their investmentofOr the risk they assumed,


nor do current Wall Street price targets suggest they will in the next 12 to I8 months. !t should


also be noted that the Sirius figures are somewhat skewed as additional commofi equity was


issued in conjunction with the recapitalization in March 2003 when the stock was trading close


to $1.00 per share. As a result, common equity investors from 1994 to 2003 have experienced


large losses whereas more recent investors have, in the aggregate, experienced gains.


(d) Fixed Costs


24. The two main fixed costs for both companies are (1) satellite and transmission, arid


(2) general and administrative.


Satellite and transmission costs -These expenses consist of costs associated with the
operation and maintenance of the satellites, satellite insurance, terrestrial repeater network,.
satellite uplink facilities and broadcast studios.


¯ General and administrative costs - These expenses include rent and occupancy, finance,
legal, human resources, information technology, and investor relations costs.







(e) Semi-Fixed Costs


25. ’ Semi-fixed costs areexpenses that remain fixed over the course of a year or two.


These costs have some components that make them vary over a longer period Of time, but not on


a per capita subscriber basis. These expenses include general sales and marketing, engineering..


R&D costs, major content agreements and other programming and content expenses. I discuss


each in turn:


Sales and marketing costs - These expenses include costs for advertising, media and
production, including promotional events and sponsorships; cooperative marketing; and
customer retention.


Engineering, design and development costs - These expenses include.costs, to develop future
generations of chip sets and new products and costs associated with the incorporation of new
radios into vehicles manufactured by automakers.


Major contentagreements - Satellite radio companies have entered into several exclusive
programming contracts, including Howard Stem ($80 million per year in cash plus additional
equity), the NFL ($27 million per year in cash plus additional equity), NASCAR ($21.5
million per year), and Martha Stewart ($7.5 million per year) for Sirius; a0d Major League
Baseball ($60 million per year) and Oprah ($18 million per year) for XM. In addition to the
fixed payments, certain multi-year contracts al.so may require the satellite radio companies to
pay license fees, share advertising revenue, purchase advertising on media properties owned
or controlled by the licensor, and pay other guaranteed amounts. Other semi--fixed
programming and content expenses include costs to acquire, create and produce content.


(f) Variable Costs


26. Variable costs change with the number of subscribers and typically include subscriber


.acquisition costs, customer service and support expenses, and royalty payments.


Subscriber acquisition costs - These costs consist of hardware subsidies paid to radio
manufacturers, distributors and automakers; subsidies paid to chip set manufacturers; and
commissions paid to retailers and automakers.


¯ Loyalty payments and revenue share costs - Loyalty payments to distributors and dealers are
payments made after subscribers added as a result of such distributor’s or dealer’s efforts


............................................. amount of time. R~venue share payments to
automakers, retailers and content providers are contractu’al payments made on a multi-period
basis. Both of these costs are included in the sales and marketing expense in the case of
Sirius. For XM, revenue share is a separate line item that is included with royalty payments.
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Customer service and support expenses - These expenses include costs associated withthe
operation of the customer service centers and subscriber management systems.


Royalty payments - Satellite radio companies have royalty arrangements with two sets of
rights holders: 1) holders of copyrights in musical works, or songs, and 2) holders of
copyrights in sound.recordings--records, cassettes, compact discs and audio files. Musical
works rights holders, generally songwriters and music publishers, are represented by
performing rights organizations such as the American Society of Composers, Authors and ..
Publishers, or ASCAP, Broadcast Music, Inc., or BMI, and SESAC, Inc, Sound recording
rights holders, typically large record companies, are primarily represented by
SoundExchange. These organizations seek to establish fees with copyrigh~ users, collect
royalties and distribute them to the rights holders.


(g) Revenue


27. There are two primary sources of income for satellite radio companies: 1) recurring


subscription fees (with one-time activation fees) and 2) advertising revenue. Over 90% of


revenues come from subscription fees while only 2-3% is from advertising revenue. Currently,


advertising spots are sold primarily on the non-music channels (e.g. news, talk, sports, comedy)


so the revenue potential is fairly limited. However, most analysts expect advertising revenue to


increase to roughly 10%-15% of total revenue by 2011 as advertisers continue to seek alternative


means of reaching targeted niche audiences and the absolute number of non-music listeners


climbs. Sirius has also publicly indicated a goal of reaching 10% of revenue generated through


advertising.


28. ’Typically, subscribers purchase their satellite radios either when they purchase an


automotive vehicle or from one of several retail channels (e.g. consumer electronics chains,


major discount retailers, after-market auto parts stores). Both Sirius and XM have exclusive


factory installation relationships with the major automakers as shown below:
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XM
GM


Toyota
..... Honda


Nissan
Hyundai
Suzuki


Source: Company financial reports


Sirius
Ford


DaimlerChrysler
Audi!Volkswagen


B1WW
Kia


Mitsubishi


Valuation Methodologies Used by Wall Street analysts


29. An explanation of various valuation methods used by Wall Street analysts are


presented below. I believe that this is the best proxy for how investors view and analyze the


companies:


(a) Subscriber Economic Models


30. Fixed Cost. The investment case for the satellite radio companies is the combination


of the net present value of their subscribers (and the subscribers they are going to get) minusxhe
:


net present value of the remaining expenses of the enterprise that are not associated with the


individual subscribers such as fixed costs. These expenses include:


SatelIite launch and operations
¯ Terrestrial repeater construction and operation
¯ Equipment and chipset design subsidies


Content expenses that are not charged on a per subscriber basis (e.g. NFL, Howard Stern,
MLB, Oprah, etc.)
Corporate G&A


¯ Automaker distribution agreements and other fixed expenses


31. Since the fixed expenses are very considerable, the value of the business is negative


until enough subscribers have been accumulated so that they, in the aggregate, provide an


adequate_return to. compensate for these fi~ed expenses. Once this level of operations has been


achieved, adding new customers creates value in essentially a linear fashion (i.e. twice as many


new customers means twice as much created value; see sample calculation below).
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32. Sample Illustrative Calculation:


# of subscribers
Revenue per Subscriber
Variable Cost per Subscriber._
Gross Profit per Subscriber


Total Gross Profit
Fixed and Semi-Fixed Costs
Operating Profit


Source: Near Earth LLC


Per


Subscriber
I


$5
$3
$2


$2
$Io
($8)


Break- + 5
Even subs
5 10
$5 $5
$3 $3
$2 $2


$1o $2o
$1o $10
$0 $1o


+10
subs
15


-- $5
$3
$2


$30
$10


$20


33. Variable Cost. The valuation for the satellite radio companies is directly related to


the subscrib-~: e~~r~fc~--a-t-t}i~ unii lev~-l (i.U.. i)~-rstJl~m:~-b~i:); Thi~ :val~i~tio-n-t~hniqu~ examines


the costs and benefits.from the operator’s perspective for each of their subscribers. These Costs


and benefits can be further subdivided into categories .of "one time" vs. "recurring." When


summed together, these cash flows can then be valued to project cash flows from a companywide


perspective. Only variable costs are included when valuing an incremental subscriber as fixed


costs are incurred regardless of the number of subscribers, and thus, have no bearing on the value


of each additional subscriber. Fixed costs must, however, be included when valuing the company


as a whole.


34. Thus, for each subscriber, the operator benefits from the following recurring income


streams:


Subscription revenues
Advertising revenues


While incurring the following expense streams:


Subscriber Acquisition Costs
o Equipment subsidies
o Auto manufacturer incentives
o Dealer incentives (sales commissions)


Dealer/distributor revenue-sharing payments
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¯ Sales and Marketing
o Advertising


Performance royalty payments
Customer Service and Billing


35. Both companies also provide intemet streaming of their content, but currently this


represents a relatively small fraction of total revenue and costs. I have decided to ignore it in my


analysis as most analysts seem to have as well.


36. Valuing a subscriber also requires some knowledge (or at least a Projection) of the


tendency of a customer to remain a customer (customer life) and the effect this has on rec.urring


;o
cash flows over time. Generally speaking, the customer life is measured through analysis of


chum, which is the fraction of the subscriber base that is lost in any given period (usually


expressed as a monthly percentage). Customer life is the inverse of the chum level (i.e. a 1%


monthly chum implies a ~/.0~ or 100 month subscriber.life). The revenue portion of the cash flow


streams is described using the term ARPU (Average Revenue per User), which varies according


to inflation, customer demand and other factors. The royalty payments also vary as the ARPU


varies.


-)


37. Finally, the individual subscriber analysis must account for the timing of these cash


flows. Because of the time value of money, future expenses and revenues must bediScounted to


the present at a rate that reflects the cost of capital for the I’n-ms. Because the expenses from


Subscriber Acquisition Costs are front loaded (and as such, are not discounted), they play a


major role in determining the lifetime subscriber value for a customer. The valuation is also


sensitive to the discount rate itself, which has a considerable effect on the value of the future


cash flows. Higher discount rates depress the present value of these net cash flows to a greater


extent and reduce the overall net value of each customer.
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(b) Discounted Cash Flow (DCF) Analyses


38. In addition to valuing the SDARS enterprises on a per subscriber basis, it is common


for analysts to project cash flows on an enterprise (company wide) basis for some length of time,


typically 5 to 7 years. Then, using the projected cash flows through the end of such projection


period, the terminal date, combined with an estimate of the firm wide value on that terminal date,


it is possible to estimate the cash flows and value available for distribution to investors.


Adjustment for the timing and quantity of cash flows and terminal value is done by discounting


them to the present using a projected cost of capital (e.g. 11% per year).


39. In the case of the satellite radio companies, this discount rate ~:eflects the market


perception of the uncertainty of these projected cash flows. There are several factors that affect


this:


Changing satellite reliabitity/llfetime projections
Changing terrestrial repeater network reliability/lifetime o
Competitive threats


o Competition between the satellite radio firms
o Competition between the satellite radio industryand competing _technologies (e.g.


terrestrial radio, HD radio, iPod, broadband programming services, etc.)
¯ Regulatory issues


o Political risks associated with laws being rewritten to favoi the NAB or copyright
owners


Macroeconomic environment
Financing risks (i.e. access to capital and changing interest rates).


¯ Distribution risks (e.g. GM’s shrinking market share)
Taxatirn risks
Potential for Increasing costs


o Content costs
o Programming royalties
o Broadcast facilities
o Other unexpected events


(c) Forward Trading Multiples


40. While they are not commonly employed at this stag~ of an industry’s maturity, some


analysts (and thus presumably some investors) model the fuiure financi!l behavior of the satellite
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radio companies and then determine the future value of the firms using current or expected future


trading multiples of comparable companies applied to one or more financial metrics. Commonly


used financial metrics include Earnings Before Interest, Tax, Depreciation and Amortization


(EBrl’DA), Free Cash Flow-and GAAP (Generally Accepted Accounting Principles) earnings.


For example, an investor or analyst may decide the equity of a company should be worth 25.0


times 2008 earnings, a price/earnings multiple of 25.0, or that the enterprise value of a company


in 2008 should be worth 10.0 times EBITDA, an EBITDA multiple of 10.0. Investors and


an, alysts choose comparable companies based on the degree tO which their businesses match that


of ~he f’mn to be valued in terms of industry participation, products and services offered, revenue


model, capital structure growth rates, size and profitability. These comparable-based valuations


at some future time (combined with interim cash flows through the projection date) can then be


discounted back to the present to derive a target price. Given that any change in an anticipated


underlying financial .metric is then multiplied by a factor (e.g. price/earnings multiple or


EBITDA multiple) which amplifies such change, valuations using this method can be very


sensitive to variations in costs, revenues or other projections. For example, Wall Street analysts


value Sirius at 17 times 2010 EBITDA. A $1.00 increase in royalty payment would r.educe


EBITDA by $1.00 and reduce the valuation by $17.00. The change in valuation would affect


only the equity value of the company since the value of the debt would remain constant.


Therefore, one can expect that some fraction of investors would respond very strongly to slight


variations in programming royalties, especially as such changes would be deemed to be long


term in nature and not transient. Generally speaking, these comparable-based techniques are


better suited for slower growth firms where the metric in question is not changing rapidly or


more mature industries where changes in the metric are better understood.
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Current Wall Street Analysts’ "Baseline Scenario" and Valuations


41. The satellite radio business model is primarily a subscription content distribution


model with limited advertising. The key business drivers and assumptions for a subscription


model are subscriber growth, chum rate, average reve~u~ per user (ARPU) which is       . --


predominately subscriber revenue with limited advertising revenue, subscriber acquisition costs.


(SAC), and programming and content expenses. A group of recent reports from the research


analysts at major Wall Street Investment Finns covering the Satellite Radio industry was used to


develop the Wall Street analysts’ "Baseline Scenario" for both Sirius and XM (details ofthe


research reports can be-found-in--the Appendix-). -Each -key business driver and-the respective


Wall Street analyst assumptions are discussed below:


(a) Subscriber Growth Assumptions


42. Satellite radio subscribers are typically added through the OEM channel or the retail


channel. Most analysts are bullish on subscriber additions particularly as th~ OEM channel


continues to ramp up production of vehicles with factory installed satellite radios. This is due tO


a marked preference on the part of most consumers to not alter the sound equipment in their car


following purchase. As I mentioned earlier, recent exclusive content agreements have also


contributed to subscriber growth in both the OEM and retail channels.


43. The analysts" reports that I have referenced expect Sirius’ subscriber base to grow a


compound rate of approximately 28% per year from 6.3 million subscribers in 2006 to 16.9


million subscribers in 2010. Analysts expect XM’s subscriber base to grow by a compound rate


of approximately 25% per year. from 8.2 million subscribers in 2006 to 18.0 million subscribers


in 2010.
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EO, Y. subscribers (’.,000.000s) CAGR
2006E 2007E 2008E .2009E 2010E ’06-’10


Walk Street Est. (Sirius) 6.30 9.19 11.98 14.53 16.91 28.0%
Wall Street Est. (XM) 8.17 10.67 " 13,43 15.93 18.01 21.9%
"l’otal 14.47 !9.87 25.41 30.46 34.92 24.6%


Source: Wall Street analysts’ reports


44.


(b ) Churn Rate Assumptions


Analysts are assuming average monthly chum rate for both Sirius and x~ to increase


from 1.8% in 2006 to 2.2% in 2010 (~ee table below). These analysts predict that chum rate will


increase as the percentage of OEM customers increase relative to the overall subscriber base.


OEM customers tend to have a higher chum rate because the average new automobile ownership


period ]-s~pi~’oxiI~a-{~l~f~u~ years. Tl~{s-tran~]-ates {r{to a r~6~-thly ~h{~r~}-ate of approximaely


2.1% if I assume that all OEM customers subscribe to satellite radio after the promotional or


prepaid period. But not every OEM subscriber converts to become a satellite radio subscriber


after the OEM promotional or prepaid period, and therefore, chum rates for OEM s.ubscribers


would have to be higher than 2.1%. In addition, most industry observers expect churn to increase


as early adopters of technology products are more enthusiastic and have historically lower chum


than later adopters.


Churn Rate (monthly)


Wall Street Est. (Sirius)
Wall Street Est.
Average


Source: Wall Street analysts’ reports


45.


CAGR
2006E 2007E 2008E 2009E 2010E ’06-’10


1.8% 2.0% 2.1% 2.2% 2.2% 6.0%
1.9% 2.0% 2.0% 2.1% 2.1% 3.2%
1.8% 2.0% 2.t % 2.1% 2.2% 4,6%


(c) Average Revenue per Subscriber (ARP U) Assumptions


Wall Street analysts expect ARPU to increase from $10.60 in 2006 to $11.99 in 2010,
or basically a $_1.40- p_fic__e i_n_cr. _ea.se over thenext five year~s. These rates are not particularly


different from current inflation projections as evidenced by interest tares for inflation protected


securities. The competit.ive structure of the satellite radio industry (including its competition
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from terrestrial radio and other sources) would lend itself to disciplined pricing strategies


between Sirius and xM. Furthermore, the addition of exclusive content may reduce consumers’


elasticity of demand, allowing for price increases. However, new technologies such as the iPOD,


Internet radio and HD radio may put pressure on the satellite radio industry offsetting the ability


to increase prices, and perhaps even pushing prices lower. I will address these issues in later


sections of this report.


A,R, PU (monthlvl CAGR
.2006E 2007E 2008E 2009E 2010E ’06-’1


WalI StreetEst.(Sirius) $ 10.72 $11.03 $11.56 $12.02 $12.27 - 3.4%
WallStreet,E.st,(’XM/ $ 10.49 $10.95 $11.38 $11.54 $11.71
Average          $ 10.60 $10.99 $11.47 $ .11.78 _.$11.99 3.1°/~


Source: Wall Street anal]st;; reports ...........


(d) Subscriber acquisition costs (SA C) assumptions


46. Analysts expect average sac to decrease from $90 in 2006 to $57 in 2010,


representing a 10% decline in SAC every year as shown below. This is due to the assumption


that both companies are moving down the technology cost cu~e which will lead to cheaper


chipsets used in the radio hardware. In addition, the continual increase in gross subscriber


additions will create economies of scale for sales and marketing expenses that will improve total


Cost per Gross Addition (CPGA) or fully loaded SAC.


SAC (not CPGA! CAGR
2006E 2007E 2008E 2009~E 2010E ’06-’10


Wall Street Est. (Si~us) $112.17 $ 93.79 $ 78.40 $ 65.40 $ 59.40 -14.7~
Wall Street Est. (XM) $ 66.35 $ 60:95, $ 57.75 $ 56.75 $ 55.75 -4.3%
!Average $ 89.26 $ 77.37 $ 68.08 $ 61.08 $ 57.58 -10.4%


Source: Wall Street analysts’ reports


(e) Programming and Content Cost Assumptions


47. As ] discussed earlier, programming and content costs include both semi-fixed costs


(e.g., exclusive programming contracts) and variable costs (e.g., royalty payments). I believe that


a majority of the total programming & content costs in 2006 are due to expenses of the semi-
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fixed variety such as the exrlusive programming contracts. However, these semi-f’Lxed multi-year


contracts become less significant (as a percentage of revenue) as the subscriber and revenue base "


increases. Therefore, Wall Street analysts project programming & content costs to decline as a


perc~entage of total revenue from 36% in 2006 to 15% in 2010 for Sirius (see table below) as a


result of major content deals remaining fixed.


Proq. & Content (% of Rev)                              CAGR
2006E 2007E 2008E 2009E 2010E ’06-’10


Wall Street Est. (Sirius) 36.2% 24.2% 19.5% 16.5% 14.7% .20.1%
Source: Wail Street analysts’ reports


’ " 48. Since XM separates its content and programming costs from royalties and revenue


sharing on its financial statements, I will focus on the latter in our analysis. Subsequently, XM’s


revenue share and royalty costs as a percentage of revenue remain relatively constant as both are


variable costs driven by subscriber ~evenue. Wall Street analysts expect revenue share and


royalty payments to approach 20% of revenue in 2010 for XM (see table below). The slight


increase is due to the revenue share agreement with General Motors that increases until GM has


produced 8 million vehicles with XM factory installed radios.


Revenue Share & Ro~,alties !% o! Rev)                      GAGR
2006E 2007E 2008E 2009E 2010E ’06-’10


Wall Street Est. (XM) 17.0% 18.4% 19.5% 20.0% 20.0% 4,2%
Source: Wall Street analysts’ reports


49. Sirius’ programming & content expenses as a percentage of revenue is lower than


XM’s revenue share and royalties as a percentage of revenue because Sirius includes, revenue


share in their sales & marketing expenses. It is important to note that I am not comparing Sirius


tO XM above as these two line items are fundamentally different.


50. In connection with the music programming, most analysts estimate that the satellite


radio companies are paying approximately 6%-8% of revenues to th~ copyright organizations


representing both the musical works and sound recordings. The actual figure is not publicly
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known, and thus, this estimate migh[ not be acc~ate. Whether it is accurate or not is not


important from an investor’s perspective as they are only aware of the total content costs


disclosed in financial statements and projected by+analysts. What is important is the market’s


expectation about future increases in royalty payments from the current level as such increases


would affect the total costs incurred and affect analysts’ future cost projections. Due to


substantial subscriber growth, the actual dollar amounts of these payments are expected to


increase significantly as subscriber revenues increase. Therefore, the programming and content


projections as well as the revenue share and royalty payments in the tables above do not make


any allowances-for+an-incr-ease-in- the. rate -for-royalty+ payments ........


51. Non-projected increases in royalty rates thus POSe a concern in the mind of investors


regarding the value of these satellite radio companies. The concern is that these royalty payments


are variable costs, and a percentage increase in royalty payments reduces operating cash flow


doIlar-for-dollar without adding any new subscribers. This impact would disproportionately


affect the programming and dontent costs in the outer years. For em ample, a 1% increase in


royalty payments would be less disruptive to cash flow in 2006 than in 2010 since revenues are


less in 2006 than 2010, but such an increase would delay cash flow breakeven and thus adversely


affect the companies’ cost of capital as explained below. Furthermore, a company’s value is


highly sens’itive to changes in EBITDA or cash flow in the outer years, depending on the


valuation method used. Therefore, a change in the EBITDA and cash flows in the outer years can


significantly change the Wall Street analysts’ valuations. You will see the potential effect on


stock price due to changes in "programming and content" costs in following sections.
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09 Sirius Satellite Radio (SIRI) Valuation Summary


* Different banks are used due m ~be timing and availability of updated target prices.


, .. 52. ~ A.. rec.en,t qu.ery.gf" Wall SuZeet analysts~ reports prod_uces an average target price of


$6.20 per share over the next 12-18 months. The reports used to get the average target price


differ because of the timing and availability of the most recent Wall Street analysts’ reports


within the last two months,


Sirius Stock P~ice October 2003 to October 2006
10


8


6


4


2


o
Jun-03 Jan-04 Aug-04 Feb-05 Sep-05 Mar-06 Oct-06 Apr-07


Date


Stock Tarqet Price (12-18 months)
Sirius Satellite Radio


ClBC World Markets $ 7.00
Credit Suisse $ 6.00
Deutsche Bank $ 6.00
RBC Capital $ 5.00
Wall Street Est. (Sirius) $    6.20
Share Price, close (t0/17/06) $ 3.83


Source: Stock price from NASDAQ, Target price from Wall Street analysts’ reports


(g) XM Satellite Radio (XMSR) Valuation Summary


53. A recent query of Wall Street analysts’ reports produces an average target price of


$17.80 per share over the next 12-18 months.


XM Stock Price October 2003 to October 2006


Aug-IN Feb-05 Sep-05 Mar-06 Oct-06 Apr-07
Date


Stock Tarqet Price (12-18 months)
XM Satellite Radio


~
Bear Stearns $ 1Z00
Credii Suisse $ 17.00
Deutsche Bank $ 20.00
RBC Capital Markets $ 20.00


hovia $


~ $ 17.801
Share Price, close (10/17/06) $ 11.96


Source: Stock price from NASDAQ, Target price from Wall Street analysts’ reports
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Implications of Changes to "Baseline Scenario"


54.- I have conducted a financial analysis for Sirius and XM using the Wall Street baseline "


assumptions mentioned above. The financial analysis is utilized to predict the theoretical impact


on each company’s valuation, debt coverage and break even scenarios due to changes in the


baseline assumptions.


(a) Theoretical Impact on Stock Price, Debt Covenants and Capital Raising


55. The next section contains several tables which can also be described as a sensitivity


an, alysis. Each table has two variables, one for the rows and one for the columns in which they


ar~ gradually increasing or decreasing. The purpose is to show if variable "A" in the top row


increases or decreases and variable "B" on the side column increases or decreases what affect


will the changes have on the compariies’ stock price. While the purpose of this.testimony is to


show the effect changes in royalty rates have, I feel that it is necessary to compare such effects to


changes in other major drivers of the companies’ stock price as well. This will demonstrate the ’


magnitude that royalty payments carry relative to the other major drivers. In later sections I will


analyze the effects changes in royalty rates have on the costs and availability of additional


capital.


56. Sensitivity to Target Stock Price. Our sensitivity analysis shows that a change in


royalty payments from the actual current level (whatever that level may be) can significantly


change Wal! Street expectations of each company’s stock price. Analysts’ estimates of the


current royalty levels are immaterial to my analysis since ~"oyalty payments are expressed as a


percentage of revenue and I can assume that a percentage increase in royalty payments i~ a one-


to-one increase in the expense line item "Programming.and Content (as a percentage of


revenue)" for Sirius and a one-to-one increase in the expense line item "Revenue Share and
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Royalties (as a percentage of Revenue)" for XM. Thus, any analyzed increase in the royalty rate


has a direct increase in the projected costs versus the existing analysts’ expectations regardless of


what the current royalty rate may be.


57. In the sensitivity tables below, the baseline case for Sirius is when there is a 0% .


increase in the row named "Programming & Content (as a percentage of revenue)", and a 0%


change in the column named "Wall Street baseline case" for each of the key assumptions: The


baseline case for XM is when there is 0% increase in "Royalties and Revenue Share (as a


percentage of revenue)" and 0% change from the "Wall Street baseline case". The stock price in


the sensitivity tables below represents Wall Streets’ target price in 12-18 months for both


companies ($6.20 for Sirius and $17.80 for XM).


58. In all of thd sensitivity tables below, the target stock price begins to fall when one


increases the royalty rate. The change in stock price due to changes in the royalty rate is at least


equal to or exceeds the change in stock price when other key drivers such as subscriber growth,


APRU, chum rate and SAC are changed by the same percentage amounts.


59. In tables 1 and 2 below, it is important to note, increases in costs for proprietary


content would be expected to increase the number of subscribers as the services offered would


become more desirable; whereas an increase solely in royalty payments would have no effect on


the number of subscribers. As the tables point out, a I% increase in royaltyrates in the Sirius


case represents a decrease in target price from $6.20 to $5.91. To get back to the $6.20 target


price, Sirius would have to increase net additions by approximately 4% (without incurring any


additional subscriber acquisition costs). As such, an increase of 3 % or 5% in royalty rates would


represent a decrease in Sirius’ target price to $5.34 and $4.78 respectively Which would require


significant increases in subscribers in excess of 10% to get back to the current price.
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Table 1: Royalty Rate vs. Net Subscriber Addition Growth: Sirius Satellite Radio (SIRI)
(Changes in the rdyalty rate below reflect changes only in the royalty rate and no other expenses)


Sensitivity Analysis on Sirius Stock Price: Royalty Rate vs. Net Addition Growth
% ir~crease in Royalty Rate (as a % of total revenue)


-5%    -3%    -1%    0%    1%    3%


Sub Growth
(% change


rein Wall Street
baseline)


-5o/~
-3o/~
-1~
0°/,
1%
3%
5%


Source: Near Earth LLC analys~s


5%
$7.33 $6.70 $6.09 $5.81 $5.54 $4.98 $4.43
$7.52- $6.88 $6.24 $5.97 $5.69 $5.13 $4.57
$7.71 $7.06 $6.41 $6.12 $5.84 $5.27 $4.71
$7.80. $7.15 $6.49~’~’1 $5.91 $5.34 $4.78
$7.90 $7.24 $6.58 $6.27 $5.99 $5.42 $4.85
$8.09 $7.42 $6.75 $6.43 $6.14 $5.56 $4.98
$8.27 $7.60 $6.92 $6.59 $6.29 $5.71 $5.12


Table 2: Royalty Rate vs. Net Subscriber Addition Growth: XM Satellite Radio (XMSR)-
((3hanges in the royalty rate below reflect changes only in the royalty rate and no other expenses)


~ysis on XM Stock Price: Royalty Rate vs, Net Addition Growth
% increase in Floya~ Rate (as a % of total revenue)


-5%    -3% --1%    0%    1%    3%


Sub Growth
(% change


tom Wall Street
baseline)


-5%
.3o/~
-1%
0%
1%
3%
5%


5%
$20.14 $t8.34 $16.53 $15.63 $14.73 $12.93 $11.13
$21.06 $19.24 $17.41 $16.50 $15.59 $13.76 $11.94
$21.98 $20.14 $18.29 $17.36 $16.44 $14.59 $12.74
$22.44 $20.59 ,$18.73 ~ $16.87 $15.01 $t3.15
$22.90 $21.04 $19.16 $18.23 $17.29 $15.42 $13.55
$23.82 $21.94 $20.04 $19.09 $18.15 $16.25 $14.35
$24.74 $22.83 $20.92 $19.96 $19.00 $17.08 $15.16


Source: Near Earth LLC analys~s


60. In tables 3 and 4, an increase in royalty rates would not improve ARPU since the


subscribers would not be benefiting from additional content. However, more than a 5% increase


in ARPU from the baseline case would be needed to0ffset a 3 % increase in royalty rates to


maintain the stock price targets. In this case, an important dynamic occurs between ARPU and


royalty payments. By increasing ARPU, the absolute dollars of royalty payments increase


automatically since they are a percentage of revenue. Therefore, a greater increase in ARPU is


needed to offset the increase in royalty payments.
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Table 3: Royalty Rate vs. ARPU: Sirius Satellite Radio (SIRI)
(Changes in the royalty rate below reflect changes only in the royalty rate and no other expenses)


Sensitivity Analysis on Sirius Slock Price: Royalty Rate vs. ARPU
% increase in Royalty Rate (as a % of total revenue)


-5%    -3%    -1%    0%    1%


-ARPU Growth
(% change


rorn Wall Street
baseline)


.5oA
-3o/~
-1~
0o/,
1o/,
3o/,
5oA


Source: Ne~ Earth LLC analysis


3% 5%
$6.71 $6,15 $5.61 $5.34 $5.07 $4.53 $3.99
$7.15 $6.51 $5.96 $5.68 $5.41 $4.85 $4.30
$7.59 $6.94 $6.31 $6.03 $5.74 $5.18 $4.62
$7.80 $7.15 $6.49 ~ $5.91 $5.34 $4.78
$8.02 $7.36 $6.70 $6.37 $6.08 $5.51 $4.93
$8.46 $7.79 $7.11 $6.77 $6.44 $5.83 $5.25
$8.90 $8.21 $7.52 $7.18 $6.84 $6.16 $5.57


Table 4: Royalty Rate vs. ARPU: XM Satellite Radio (XMSR)
(Changes in the royalty rate below reflect changes only in the royalty rate and no other expenses)


Sensitivity Analysis on XM Stock Price: Royalty Rate vs, ARPU
% increase in Royalty Rate (as a % of total revenue)


-5%    -3%    -1%    0%    1%
-5% $18.64 $16.86


ARPU Growth -3% $20.16 $18.35
(%change -1% $21.68 $19.84


~rom Wall Street 0% $22.44 $20,59
baseline) 1% $23.20 $21.33


3% $24.72 $22.82
5% $26.23 $24.30


Source: Near Earth LLC analysis


" 3%     5%
$15.08 $14.20 $13.31 $11.53 $9.75
$16.54 $15.64 $14.73 $12.92 $11.11
$18.00 $17.08 $16.15 $14.31 $12.47
$18.73 ~ $16.87. $15.01 $13.15
$19.45 $18.52 $17.58 $t5.70 $13.82
$20.91 "$19.96 $19.00 $17.09 $15.18
$22.36 $21.40 $20.42 $18.48 $16.54


61. Once again in tables 5 and 6, royalty rates have no effect on monthly chum whereas


increasing other content costs, such as for proprietary content, could be expected to reduce


chum. As the analysis shows, a 3% increase in royalty payments would require more than a 25%


decrease in, the monthly chum rates’ baseline case for Sirius and XM just to maintain the same


target prices. For example, Wall Street analysts predict chum to increase from 1.8% to 2.2%


from 2006 to 2009. A 25% decrease in chum would bring this total to 1.35% and 1.65%


respectively, levels almost impossible to achieve due to the turnover of automotive vehicles.
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Table 5: Royalty Rate vs. Monthly Churn: Sirius Satellite Radio (SIRI)
(Changes in the royalty rate below reflect changes only in the royalty rate and no other expenses)


;ensitivity,,Analysis on Sirius Stock Price: Royalty Rate vs. Chum


Chur..__.~n
(% change
Wall Street


baseline)


-25~
-15~
-5~
O%
5°/,


15°/,
25"/,


Source: Near Earth LLC analysis


increase in Royalty Rate (as a % of total revenue)
-5% -3% -1% 0% 1% 3%


$8.59 $7.93 $7.28 $6.95 $6.62 $6.01
$8.27 $7.62 $6.96 $6.64 $6.31 $5.74
$7.96 $7.30 $6.65 $6.33 $6.05 $5.48
$7.60 $7.15 $6.49 ~ $5.91 $5,34
$7.65 $6.99 $6.35 $6.06 $5.78 $5.21
$7,33 $6.68 $6.08 $5.80 $5.52 $4.95
$7.02 $6.39 $5.82 $5.53 $5.25 $4.68


5%
$5.44
$5.18
$4.9!
$4.78
$4.64
$4.38
$4.11


Table 6: Royalty Rate Sharing vs. Monthly Chum: XM Satellite Radio (XMSR)
(Changes in the royalty rate below reflect changes only in the royalty rate and no other expenses)


Sensitivity Analysis On XM Stock Price: Royalty Rate vs. Churn
increase in Royalty Rate (as a % ot total revenue)


Monthly
Chum


(% change
from Wall Street


baseline)
25% $21.43


Source: Near Earth LLC analyszs .


-5%
-25% $23.45
-15% $23.04
-5% $22.64


0% $22,44
5% $22.24


15% $21.84


-3% -1% 0% 1% 3% 5%
$21.62 $19.78 $18.86 $17.94 $16.10 ~
$21.21 $19.36 $18.44 $17,51 $15.67 $13.82
$20.79 $18.94 $18.01 $17.08 $15.23 $13.37
$20.59 $18.73 ~ $16.87- $15.01 $13.15
$20.38 $18.52 $17.58 $16.65 $14.79 $12,92
$19.97 $18.09 $17,16 ~$16.22 $14.35 $12.47
$19.55 $17.67 $16,73 $15.79 $13.91 $12.03


62. Finally in tables 7 and 8, a three percent increase in royalty payment; would require


more than a 5 percent decrease in the subscribe/acquisition costs’ baseline case for Sirius and


XM just to maintain the same target prices.


Table 7: Royalty Rate vs. SAC: Sirius Satellite Radio (SIRI)
(Changes in the royalty rate below reflect changes only in the royalty rate and no other expenses)


Sensitivity .Analysis on Sirius Stock Price: Royalty Rate vs. SAC -
% increase in Royalb/Rate (as a % of total revenue)


-5%    -3%    -1%    0%    1%


SAC
(%change


IromWallS~eet
baseline)


-5%
-3%
-1~
0o/,
1%
3~


Source: Near Earth LLC analysis


$7.96 $7.30 $6.65 $6.33 $6.05
$7.90 $724 $6.59 $6.28 $5.99
$7.84 $7.18 $6.52 $6.22 $5.94
$7.80 $7.15 $6.49~-~ $5.91
$7.77 $7.12 $6.46 . $6.17 $5.89
$7.71 $7.05 $6.40 $6.12 $5.83
$7.65 $6.99 $6,35 $6.06 $5.78


3%
$5.48
$5.42
$5.37
$5.34
$5.32
$5.27
$5.21


5%
$4.91
$4
$4.8o
$4.78
$4.75
$4.70
$4.64
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Table 8: Royalty Rate vs. SAC: XM Satellite Radio (XMSR)
(Changes in the royalty rate below reflect changes only in the royalty rate and no other expenses)


Sensitivity Analysis on XM Stock Price: Royalty Rate vs. SAC


SA__G
(% change


from Wall Street
baseline)


-5%
-3%
-1%
0%
1%
3%
5°/,,


% increase in Royalty Rate (as a % of total revenue}
-5% -3% -1% 0% 1% 3% 5°/~


$23.06 $21.21 $19.35 $18.42 $17.49 $15.63 ~
$22.81 $20.96 $19.10 $18.!7 $17.24 $15,38 $13.52
-$22.57 $20.71 $18.85 $17.92 $16.99 $15.13 $13.27
$22.44 $20.59 $18.73~ $16.87 ,$15.01 $13.15
$22.32 $20,46 $18.60 $17.67 $16.74 $14.88 $13.02
$22.07 $20.21 $!8.35 $17.42 $16.49 $14.63 $12.77
$21.82 $19.96 $18.10 $17.17 $16,24 $14.38 $12.52


Source: Near Earth LLC analysis


63. Effect on Debt Covenants and Leverage. Debt covenants are specific restrictions that


a borrower agrees to abide _b_y_d_.uring_._th.e._li__f¢ o_f its. 19._an_...Th..e_r_e.s_tric_fio_n__s _can.be as simple as a


cash minimum or restricting the amount of additional debt that can be borrowed to a more


complex agreement involving maintaining certain debt ratios. Covenants are important for


analyzing companies as a covenant can have a substantial effect on a company’s ability to


execute a business plan if there is risk of breaching one. A breached dovenant can at best


increase borrowing costs and at worst allow creditors to foreclose. I believe that under the


baseline scenario the major financial covenants of both Sirius and XM (shown in table below)


will have little effect on executing their business plans as the chances of a breach is minimal.


.M.,ajor Debt Covenants


Source: Company re


Sirius
Can borrow up to $500 million in St.
Debt and once positive EBITDA is
achieved can borrow an additional 6X
EBITDA.


Additional 175% of new equity raised.


)orts


XM
Requires a minimum of $75
million in liquidity.


Credit revolver rate is based on
company performance.


64. The following tables show changes to debt coverage ratios for Sirius and XM as these


expenses are increased to 5%. Although I do not expect any of these covenants to be triggered,


an increase of 5% significantly reduces the companies’ coverage ratios, and thus, would affect
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the trading levels of outstanding notes and result in increased borrowing costs. Note that the


general effect of a 5% increase is to delay by a full year the time at which the companies’


leverage approaches suitable levels (i.e. below 7.0x Net debt/EBITDA).


65. SIRIUS Satellite Radio Debt Ratios. At 0% increase in "Programming & Content


as a % of Sales": (SIRI)


i


SIRIUS SATELLITE RADIO 2006E 2007E 2008E 2009E 2010E
Debt Ratios


EBITDA ($510.1) ($256.7) $43.9 $380.1 $647.9
Interest Expense $67.0 $68.5 $67.1 $64.4 $55.6
Total Debt $1,031.7 $1,031,7 $1,031.7 $730.0 $730.0


; Net Debt $565.4 $648.6 $576.8 $103.1 ($547.1)
.Total Debt/EBITDA NM NM 23.5x 1.9x 1.1x


--Net-DebtIEBI-T.DA NM . NM ..... -13:1x ..... 0.3x- - NM
EBITDNInterest Expense NM NM 0.Tx 5.9x 11.7x
Free Cash Flow/Interest Expense NM NM NM 6.8x 11.0x


Source: Near Earth LLC analysis


At 5% increase in "Programming & Content as a % of Sales": (SIRI)


SIRIUS SATELLITE RADIO 2006E 2007E 2008E 2009E o 2010E
Debt Ratios


EBITDA ($527.7) ($307.9) ($30.1) $283.5 $530.7
Interest Expense $67.0 $68.5 $67.1 $64.4 $55.6
Total Debt $1,031.7 $1,031.7 $1,031.7 $730.0 $730.0
Net Debt $588.5 $734.0 $750.4 $398.6 ($104.1)
Total Debt/EBITDA NM NM NM 2.6x 1.4x
Net Debt/EBITDA NM NM NM 1.4x NM
EBITDNlnterest Expense NM NM NM 4.4x 9.5x
Free Casfi Flow/Interest Expense NM NM NM 5.2x 8.7x


Source: Near Earth LLC analysis


66. As you can see above, changing the "Programming & Content as a percentage of


Sales" pushes out meaningful delft coverage ratios to 2009 and deteriorates them in 2009 and


2010. These are the general metrics of credit risk that lenders look for. The higher these ratios


are, the higher the cost of borrowing and lower availability of funds.


67. XM_S.atellite Radio Debt Ratios. At.0% increase in "Royalty/Revenue Share as a %


of Revenue": (XMSR)
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XM SATELLITE RADIO 2006E 2007E 2008E.- 2009E 2.010E
Debt Ratios


EBITDA ($284.t) ($130.4) $21.1 $218.6 $404.0
Interest Expense $86.1 $92.0 $100.7 $98.7 $92.7
Total Debt $1,354.9 $1,346.5 $1,338.0 $929.4. $920.8
Net Debt $1,121.4 $1,356.9 $1,311.8 $1,118.8 $749.3
Total Debt/EBITDA NM NM 63.3x 4.3x 2.3x
Net Debt/ENTDA NM NM 62.1x 5.1x 1.9x
EBITDNInterest Expense NM NM 0.2x 2.2x 4.4x
Free Cash Flow/Interest Expense NM NM 6.9x 3.0x 5.0x


Source: Near Earth LLC analysis


At 5% increase in "Royalty/Revenue Share as a % of Revenue": (XMSR)


XM SATELLITE RADIO 2006E 2007E 2008E 2009E 2010E
Debt Ratios


EBITDA ($308.6) ($197.0) ($66.8) $110.3 $277.5
Interest Expe_ns.e .... $66.1 $94.9 $108.4 $98.7 $92.7
Total Debt $1,354.9 $1,346.5 $1,338.0 $929.4 $920.8
Net Debt $1,145.8 $1,450.9 $1,501.3 $1,416.7 $1,173.7
Total DeN]EBITDA NM NM NM 8.4x 3.3x
Net Debt/EBITDA NM NM NM 12.6x 42.x
EBITDNInterest Expense NM NM NM 1.1x 3.0x
Free Cash Flow/Interesl Expense NM NM NM 1.9x 3.6xI


Source: Near Earth LLC analysis


68. Similar to Sirius, increasing the "Royalty/Revenue Share as a percentage of Revenue"


pushes XM’s meaningful ratios out to 2009 and then reduces the coverage of those ratios,


increasing the risk of defaults from a potential creditor’s perspective. This generally causes them


to increase rates or reduce willingness to lend.


69. Liquidity Crunch and Impact on Capital Raising. A major factor in the perceived


internal risk for these companies is their ability to execute their business plans without the need


for additional cash investments. Both Sirius and XM have, at earlier points in their histories,


encountered market resistance to providing them additional capital in increments that could not


completely Cover their cash use through cash flow breakeven. During these periods, XM and


especially Sirius equity holders were subjected to substantial dilution as additional shares were


issued to new investors at relatively low valuations.
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70. By mid 2002, Sirius was straddled in debt to the extent that it could not raise


additional funds. As you can see below, this had a tremendous effect on the stock price as it


wentfrom over $4.00 per share to under $1.00 per share. Finally, in order to just survive; Sirius


exchanged 91% of its debt for common stock severely diluting the equity holders percent of "


ownership. This dilution is the primary cause of the large difference between the return that debt


holders and equity holders of Sirius have received to date.


Sirius’ Stock Price April 2002-April 2003


5


4


Apt-02 May-02 Jul-02 Sep-02 Oct-02 Dec-02 Jan-03 Mar-D3 May-03 Jun-03
Date


Source: Stock price from NASDAQ


71. In January 2003, XM raised $425 million of equity capital at $3.18 per share versus a


stock price as high as $19.20 (intraday high) at the start of 2002. In addition XM was not able to


raise this capital as common stock in the public market, but had to issue preferred stock with a


dividend and special provisions to private investors.


72. As you can see in the graph below, as XM was struggling to secure financing


throughout 2002, the stock price deteriorated to the point that the financing that was secured was


only at a fraction of the value of XM the previous year. Consequently, any change in the cost


structure for these firms that pushes out the time in which this breakeven milestone is reached


could be expected to increase investors’ risk perception. This, in turn, would raise the cost of
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capital, for the fh-ms and could destroy value for current investois, potentially far in excess of the


actual dollar amounts that increased costs would extract.


XM’s Stock Price Jan. 2002 through Jan. 2003


5


0
Jan-02 Apt-02 Jul-02 Oct-02 Feb-03


Date


Source: Stock price from NASDAQ


(b) Effect on lnvestor Psychology


73. Change in EBITDA, FCF Break-Even Timeline. A key investor milestone for Sirius


and XM is when they will reach EBITDA and cash flow break-even, tn other words, it is the


time when either EBITDA or free cash flow is positive. As of today, assuming no increases in


royalty rates, Wall Street analysts expect Sirius to reach long-term EBITDA break-even in Q1


2008 and long-term free cash flow break-even in Q2 2008. Analysts expect XM to reach long-


term EBITDA break-even in Q1.2008 and 10ng-term free cash flow break-even in Q1 2008 (see


tame below). The break-even milestones can quickly be pushed back into 2009 if operation costs


such as programming and coiatent expenses as a percentage of sales for Sirius or royalty/revenue


share expenses as a percentage of sales for XM increases (see table below). I believe that a delay


in the break-even milestones would have a significant effect on the psychology of the investors


.......as-thesetypes-of delays-raise doubts on the current management’s’ credibility and/or ability to


project their results. Although ffelaying these milestones by a quarter might be tolerated by
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investors, investors have historically reacted negatively when such delays are several quarters or


longer, especially for companies that.have never produced positive EBITDA or cash flows.


Si~u__._~s
.°/o Increase in ’Pro~. and Content as a % of sales" 0% 1%      3% 5%
EBITDA break-even Q1 2008 Q2 2008 Q3 2008 Q1 2009
Free cash flow break-even Q2 2008 Q1 2009 - Q1 2009 Q1 2009


X.__~_M
% Increase in ’RoyaltflRevenue Share as a % of sales’ 0% t% 3% 5%
EBITDA break-even Q1 2008 Q1 2009 Q1 2009 Q1 2009


- Free cash flow break-even Q1 2008 Q1 2008 Q1 20013 Q1 2009
Source: Wall Street analysts’ reports and Near Earth LLC analysis


-74. Investor Turnover from Growth/Momentum Buyers Could Pressure Stock. Investors


lork at the predicted timeline of a company’s EBITDA and cash flow break-even points as a


general measure of the maturity of a company. The closer a firm is to EBITDA-and cash f!ow


break-even the more mature it is considered to be and vice versa. Moreover, the more mature a


firm is perceived to be, the less risk investors equate with that f’u-m, and thus, lowering the


required rate of return. If either Sirius or XM’s royalty rates are increased and as a result, their


EBITDA and cash flow break-even points are delayed, their perceived growth rates, momentum


and progress toward maturity will decrease. Consequently, some current invest6rs would then


perceive these firms as lower growth, lower momentum companies with higher risk than when


they made their initial investments. Many would then perhaps sell out to move their ~apital to


higher growth, higher momentum companies. This would put short and intermediate term


downward pressure on the stock until investors who were seeking a higher risk investment


moved into the stock .and prices reached a point where investors thought they were getting a


reasonable price for the new lower level of growth.


75. Stock Prices Decrease as Margins Decrease. One of the most fundamental ways to


evaluate a firm is based on the profit margins (revenue minu’s cost of goods sold) a company


produces. Obyiously, the higher, the profit margin, the stronger a company is viewed by the
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market. In the case of satellite radio, increasing the royalty rate would increase the cost of goods


sold and decrease profit margin, thus, having a negative effect of the value of Sirius and XM’s


stock.


Discussion of Maior Risks


76. I used Wall Street analyst estimates to give a proxy as to what the market as a whole


is thinking. However, given the recent performance of both Sirius and ~ stock relative to the


previously mentioned price targets ($2.57 premium for Sirius and $5.84 premium for XM), well


above current trading levels, it seems that investors may be more concerned with the risks these


companies pose than the Wall Street analysts. Some of these risks includei


(a) Comrnoditization of Music


77. Originally investors put billions into XM and Sirius in part to provide list~eners with a


differentiated listening experience combining high quality digital music sound with nationwide


service and hundreds of channels. Today, this new service faces intense competition from


terrestrial radio, moreover, a listener can get digital quality music through MP3s or iPODs, DBS


and cable radio services on their TVs, and using the intemet to their PCso Listeners can download


thousands of songs on their MP3’s or iPODs, listen to dozens of channels on their DBS or cable


service or click on hundreds and.hundreds of ad free channels from the internet. In the not too


distant futtire digital music channels will also be available wirelessly and almost nationwide to


smart phones and automotive vehicles. In a sense music is becoming commoditized and satellite


radio’s advantage of ubiquitous digital coverage may erode.


78. Original non-music programming and proprietary premium content will increasingly


be--E-d-Ne even more important as ifig-d-il’f~fi~iNgr-15Ei-~een s~llife~fi-di~-gfid competing


technologies. Even today, many of XM’s and Sirius’ top 20 channels are either proprietary
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content, news, talk, sports or comedy. What may continue to draw listeners to XM and Sirius is


that the music, though somewhat commoditized, is available everywhere via satellite, is largely


ad free and frequently comes with DJs or on-air personalities of national caliber funded by and


servicing a national versus local audience. From an investor’s point of view, it is their capital that


has financed these service attributes. In addition, many artists in less popular genres’of music


such has jazz and classical have actually benefited immensely from SDARS investors who are


not only making their music available nationwide and sound better, but avoiding it being


-int~errupted by 10-20 minutes of ads per flour. The SDARS c6mpanies are reaching more people


thma ever for these "long tail" niche artisis because they can aggregatesuch niche audiences


across the entire nation and enjoy the economies of scale of their billion dollar satellite systems.


But new technology threatens this advantage and over time may lower the value of providing


such niche content offerings if they become mtre expensive.


(b) Potential for Falling Price for Service


79. Although most Wall Street analysts have subscriptionprices increas!ng, I believe


there could be sufficient competition from existing and new technologies to put downward


pressure on prices for satellite radio service. For example, terrestrial radio operator’s laave begun


to offer HD digital radio, Apple’s iPOD and competing MP3 devices continue to proliferate, and


Interact radio is taking shape and may soon be available for ears and smart phones. Furthermore,


95% of adults still listen to terrestrial radio at least once a week. Consumers now have a


tremendous amount of choices for digital quality audio entertainment compared to only a few


years ago. Therefore, satellite radio companies not only have to differentiate themselves from


each other, but also from both traditional and emergent technologies in order to maintain, much


less increase their price’~i~"
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(c) Potential for Paying More for Major Exclusive Content


80. The exclusive content agreements with Howard Stem, NASCAR, NFL, Major


League Baseball, Oprah, etc. currently serve as a major remaining long-term differentiator


between satellite radio and its competitors. Listeners can listen to music through several different


media. On the other hand, there is only one place to listen to Howard Stern or Oprah on the


radio. This exclusivity helps justifies a subscription based service to a satellite radio subscriber


or any other distribution model that could charge a subscription fee in the future. Satellite radio


companies depend on these exclusive content deals and with other entrants coming into the audio


-entertainment market such-as--iPODs~ internet-radio,-and HD radio,SDARS operators could


potentially have to increase not only the number of exclusive contracts they sign but the amount


they are willing to pay for each to compete with these new entrants.. With only a given number


of listeners in the country, this could lead to a-price war for top content, which would then reduce


the operating performance of these companies below our projections.


Conclusion


81. From my analysis above, it becomes quite clear that relatively small changes in


operating costs can significantly affect the future target price expectations for both Sirius and


XM. These future target prices, that is to say, investor returns;, are particularly sensitive to


changes in ’royalty costs as these cost increases are not associated with offsetting increases in


subscribers or revenues as for instance would be increases in subscriber acquisition cost orcosts


for proprietary non-music content. A resulting decrease in the target prices for Sirius and XM, as


estimated by Wall Street anatyst, s; could make it more difficult for these companies toraise


- -~lSitSl-ifi-th-fffu-~ui~ fi~d hav~ fi digrhlSfive impact on their abiiity to compete with other audio


services, maintain and improve daeir services and potentially even to survive.


- 40 -







82. My analysis shows that investors for the most part, and certainly on average,, have


suffered below market rates of returns compared to the risks they have taken. These investors


now face additional competitive pressures from new distribution mediums and technologies that


could have an adverse impact on their future returns. Yet, having suffered such low returns and


facing such uncertainties they now run the additional risk of verydisruptive increases in


operating costs associated with royalties. Such increases would deny satellite radio investors a


fair return on investment.


Certification


........ 83. -- I declare under penalty- of perjury that the foregoing i~ -true and correct-to the best of


my knowledge, information and belief.


Dated: New York, New York
October 30, 2006


J. Armand Musey
President, Near Earth LLC







3 7 CFR 3 51.10(c) Statement For Exhibits to Testimony of J. Armand Musey:


Exhibit t J. Armand Musey Curriculum Vitae
Exhibit 2 Information Considered in Developing Analysis







CAREER
-. HIGHLIGHTS


~_~.XPERIENCE
2003 - Present


,?01 - 2003


Exhibit 1
Curriculum Vitae


J. ARMAND MUSEY, CFA
215 E. 80t" Street, Apt 7J


New York, NY 10021
amusey@alumni..uchicago, edu


917-514-2132


Recognized finance and strategy expert on issues related to the satellite
communications industry and associated telecommunications sectors:


¯ Built Near Earth LLC, over a three year period, into a leading boutique investment
bank focused on the satellite communications industry.


¯ Regularly quoted in trade publications as well as national and international
publications such as The Wall Street Journal, The New York Times and others.


¯ Frequent speaker at major satellite industry conferences as an expert in satellite
finance and strategy.


¯ Achieve coveted ranking in the Institutional Investor poll for equity research in the
satellite communications industry three continuous years (from 2000 .u.ntit 2002, the
last year it was ranked as a separate category)


o Achieved first ranking in first full year of coverage as senior analyst.
¯ Ranked #1 analyst covering satellite communications industry by Greenwich


Associates poll in 2000,
¯ Rated as Top Broadcasting Industry Stock Picker in the Wall Street Journal’s "All


Star" Analyst Survey of 2000.
: Appeared numerous times on national television as an expert on thesatellite


communications industry, in.cluding Bloomberg, Fox and CNN.
¯ Winner of Salomon Smith Barney research department’s internal "Report of the


Month" Award, June 2002 and the "Call of the Month" Award, November 2001.


NEAR EARTH LLC
President and Partner, November 2003 - Present
¯ Originate and execute transactions in boutique investment bank focused
on the satellite, media and telecom industries. Primary services are merger
and acquisition and private equity placement advisory.
¯ Oversee maintenance of the firm’s client base, investor relationships and
new business prospecting.


SALOMON SMITH BARNEY (CITIGROUP SECURITIES)
Director and Senior Satellite Communications Research Analyst
Satellite Communications and Towers, March 2001 - February 2003


¯ Primary coverage responsibility for fifteen companies in the
satellite communications and tower industries.


New York, NY


New York, NY
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2001


1998- 1999


BANC OF AMERICA SECURITIES
Managing Director and Senior Satellite Communications Research Analyst


Satellite Communications, April 1999- March 2001
¯ Primary coverage responsibility for twelve companies in the


satellite communications industry.


C.E. UNTERBERG, TOWBIN
Senior Analyst- Satellite Communications, October 1998- April I999


o. Primary coverage responsibility for eleven companies in the
satellite communications industry.


New York, NY


New York, NY
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Industry Analyst- Satellite Communications, September 1997- October 1998


¯ Assisted senior analyst in initiating and maintaining coverage for
11 companies in the satellite communications industry.


¯ Given primary company coverage responsibility after.only nine
months.


1997


.:=_DUCA TION


INVESTMENT BANKING                                         New York, NY
Associate - Investment Banking at PaineWebber (August 1995 - November 1995)
and Nesbitt Bums (March 1996- September 1997)


¯ Member of corporate finance generalist teams.


~ - 1995 J. L. KELLOGG GRADUATE SCHOOL OF MANAGEMENT Evanston,
NORTHWESTERN UNIVERSITY
Master of Management degree (MBA), June 1995


¯ Majored in Finance and Marketing; 3.7/4.0 GPA.
¯ Worked full-time as regional manager for Zacks Investment Resea~ch while
Completing degree.


i985- 1989 UNIVERSITY OF CHICAGO
Bachelor of Arts Degree in Sociology with Honors, June 1989


¯ Significant coursework in Economics and Mathematics.


Chicago, IL


PROFESSIONAL
ACTIVITIES


Chartered Financial Analyst.(CFA). Holder of Series 7, 63 and 24 licenses. Member of
the New York Society of Security Analysts and the CFA Institute.. Vice-Chair of New
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’~|,~Publications


Periodicals


While working in a research capacity from 1997 to 2003, I published analysis on the
industry virtually every week, usually multiple times a week. Below are some of my
major publications. I was the senior analyst and lead author on all of the reports except
where noted.


1) I PTV- The Future of Television?, Near Earth LLC, July 2006 (41 pages)
2) Analysis of the Fixed Service Satellite Industry, Near Earth LLC, July 2006


(38 pages)
3) Analysis of the GEO Satellite Manufacturinq Industry, Near Earth LLC, July


2006 (27 pages)
4) DBS Industry Update; Revisitin.q the Huqhes EchoStar Merqer, Salomon


Smith Barney, June 13, 2002. 39 pa.ges.
5)..Equity in the Balance, Alicminq Balance Sheet Risk with Equity Valuations,


Salomon Smith Barney, May 23, 2002.50 pages.
6) The Guide to Fixed Satellite Service, Salomon Smith Barney, November


2001. 136 pages
7) DARS Duopoly; The Dawn of a New A.qe..in Radio, Banc of America


Securities, October 1999. 107 pages.
8) The Biq 3: Huqhes, Loral and Orbital Sciences - The Role of Diversified


Satellite Operators at the Turn of the Millennium, Banc of America
Securities, October 1999. 336 pages.


9) The Satellit.e....Book, C.E. Unterberg Towbin, First Quarter 1999.54 pages.
lO) The Satellite Report 1999, C.E. Unterberg Towbin Apri~ 1999. 457 pages
11) .Peqasus Communicati.o.ns, C.E. Unterberg Towbin, January 19, 1999.53


pages.
12) The Global Satellite Marketplace, Merrill Lynch, April 1998 246 pages.


Thomas W. Watts was the senior analyst on this report.
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pages.. Thomas W. Watts was the senior analyst on this report.
14) CD Radio, In_c. Merrill Lynch, July 14, 1998.10 pages. Thomas W. Watts
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1_).i’.F[om the Group Up", Near Earth LLC. Monthly Newsletter from November
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2_) "Heard From the Street", Via Satellite Maqazine. Monthly column from late
1999 until early 2003.


3) The Satellite Model Book, Salomon Smith Barney, Second Quarter 2001 -
Third Quarter 2002.


4) Payload Monthly. Banc of America-Securities. October 1999- February
2001.50-100 pages.
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6) Hotbird Monthly; Monthly Satellite Industry Update, CE Unlerberg, Towbin
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Exhibit 2
Information Considered in Developing this Analysis


Wall Street Analyst Reports


Date     Firm
Sirius Satellite Radio
10/412006


10/3/2006


10/3/2006 "
9/14/2006


9/11/2006


8/!/2006


8/1/2006


8/1/2’006


5/16/2006


10tl 1/2006


7121/2006


10/04/2 0 06


i’0/4/2006
51i6/2006


10/04/20 06


Deutsche Bank*


CiBC World Markets*


RBC Capital Markets*
Credit Suisse*


Bear Stearns~


Credit S~isse


Deutsche Bank


Wachovia Securities


Morgan Stanley


~,M Satellite Radio
10/3/2006 Bear ~tearns*


7127/2006 CIBC World Markets


5/25/2006 Citigroup


Credit Suisse*


Deutsche Bank


Deutsche Bank’;


Lehman Brothers
Morgan Stanley


RBC Capital Markets*"


Research Analyst Title


James’ G.-Dix, cFA


Jason Helfstein


Ryan Vineyard
Bryan Kraft


Robert S. Peck


Bryan Kraft


James G. Dix, CFA


Jeff Wlodarczak


Benjamin ~;winbume,
CFA


XMSR misses subs by more than
SIRI, but not changing ests
Reducing 3Q sub estimate on
weaker retail trends FY unchg~ged
Expect 3Q retail headwinds
Lowering 3Q-Net Adds on OE~I
production cut.s.
Stiletto pre-orders halted.., still
expects summ .er release
Sirius Reported a strong (but in-
line) quarter
2Q beat & higher guidance despite
US OEM dsk
SIRI: Results and guidance in line
with expectations
Raising contribution from Ford in
2007; comfortably FCF positive in
2008


Robert S. PecK, CFA


Jason Helfstein


Eileen Furukawa


Bryan Kraft


Jar~es G Dix, CFA


James G"Dix, CFA


Vijay Jayant
Benjamin Swinburne,
CFA
David Bank


Channel Checks Point to higher Q3
Adds... Part 1
’No Confidence in NPV model,
Removing Target and Downgrading
to SP-Spe.c
XMSR: XM Cuis Subs to Reset Bar-
But, Expect Better News Lies
Ahead
XM Addressing a New Market
Segment
2Q Preview: lowering XM ests o~
retail uncertain.ty               ..
XMSR misses by more then SIRI,
but not changing ests
3Q update
Long-Term, The Son9 R~mains th~
Same
3Q Net Sub " Adds Belo~v
Consensus on Rental Car
Accounting Change


7/27/2006 Wachovia Securities JeffWIod’ar~;zak XMSR Q2: Below Expectation;
Reducing Valuation Range


’~Jndicates report was only used for Target Pdces. These reports-are only Updates to previous full length reports and
thus, can (~n~y provide limited information s~Jch as the pdce target.
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